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Where the Level-Headed Farmer Stands 


His Place in Our Readjustment—Would That 
Others Would See Through Similar Glasses 


By BENJAMIN F. HARRIS 


They realize, too, that it is in 
the power of this Congress to 
readjust the tax situation now, 
or go two years longer on this 
obsolete and ruinously, uneco- 
nomic system until the next 
session of Congress. Not that 
this readjustment would affect 
the farmers directly—it might 
even increase their taxes if the 
suggested plan of putting a 
small tax on all sales was 
adopted. 

They realize, however, that 
the present Federal tax is so- 
cialistic and not scientific; that 
it was compounded by politi- 
cians and accepted by the peo- 
ple, who were willing to do 
anything to help the country 


World’s question as to the 
financial conditions in the 
ddle West, I should say that 
section is full of diminu- 
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ve dollars, many of them 
ng as easily as they came, 
ough the farmers are more 
iving and thrifty than our city 
k. 
lo get down to the basis of 
is greatest of industries— 
riculture—we must remem- 
r, first, that of all the men in 
merica, farmers are the only 
es who have not a thing to do 
ffectively to say with refer- 
e to setting the price of 
at they buy or sell. 
Remember, also, that farmers 
the only class or group that 
maintained or increased its 
war per capita production 


ink a Crisis 

They realize that one of its 
most uneconomic features is 
the excess profits tax, which 
puts the manufacturer, for in- 
stance, so much at sea that he 
adds a great arbitrary to 


is, too, to its own detriment, 
ou only take things from 
sh viewpoint, and _ selfish- 





is organized today in more 








one instance. cover his tax, and in turn the 
emember, too, that agricul- BENJAMIN F. HARRIS, jobber must carry this, plus his 
e represents almost fifty per A Leading Mid-West Banker. own similar allowance for ex- 
of our population; that cess, and then the dealer finally 
tually 13 million people are makes his “excess” addition, 


ployed in the field, and that it represents by far the and the consumer pays the total aggregate. It is this ex- 
itest amount of capital and labor in the country, in cess profits tax that is more responsible than any one 





one group. thing for the otherwise largely unwarranted and unjusti- 
return for all this, the only recession of prices that fied advance in prices. 
iow of, since the war, has come in connection with The farmer, honestly and selfishly too, wants to see in- 


1 products, and to practically all the meats and most dustry on a successful basis because he realizes that our 

the grains—except the price-fixed ones. This, in spite great industrial development, which had to seek foreign 

the fact that farm labor is higher and scarcer than it trade outlets even before the war, is responsible for the 
during the war, with the farmer paying higher prices great home market for farm products. However, he ap- 


everything he needs or uses. preciates other features of the situation and thinks more 
e great thing that pulls this situation through for the clearly than he is given credit for. 

cultural section is that the farmers are on the job all All the people are vastly more intelligent than politi- 

time; they have no idea of what a five-day week or a_ cians believe, and they are getting wiser every day. 

hour day means. They realize that the world can’t The farmer knows, too, that there is nothing economic 

under present conditions today, or readjust as prompt- in common between organized labor, as now headed by 
it should on a 44-hour week of indifferent and in- radicals, and his own interests and welfare. 


ent work. He has to get what he wants by producing, and the 
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more he wants or needs, the harder he has to work, and 
hereby he adds to the world’s needs and supply when he 
attempts to add to his own, 

Not so with the present dictum of organized labor. The 
union man does not increase his efficiency when he needs 
or fancies he needs something. He does not add to the 
world’s supply in trying to gain his own additional desires 
He just strikes and demands more wages, with actually 
less, or more careless hours of work. Thus, he makes the 
world poorer, and every man, woman and child who lives 
or labors has to suffer. 

The farmers bought freely of Liberty bonds and, with 
all the assurances they had, can’t understand why U. S. 
bonds should sell at 90 or below. The result of an unsci- 
entific and uneconomic tax system has not a little to do 
with this, also, as well as the macadoodling method of fi- 
nance and of using the Federal Reserve System’s power 
of holding down rates to make a market for bonds at an 
unfairly low price, when the proper functions of the bank 
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would have been better served, and the resulting genera! 


inflation less, if its course had been more independent ar 
earlier restrictive. 

This policy has permitted the Reserve Bank to expand 
to such a point that if and when it now attempts to put 
on the brakes, it only adds to the cost of all of us. 

Things move so fast and so far in these times—almost 
over night, or in a fortnight—that it is out of the questio: 
for me to say anything to you “as to the possibility i: 
the coming fall, when the country will be at the peak 
credit demand with the necessity of crop movements.” 

The country, however, is at another “peak” just now 
Lenine says the “militant minority” rules the “lethargi 
masses.” 

Perhaps some of us who claim to be 100 per cent. Ame 
icans ought to be a little less “lethargic” and more “mil 
tant” because there is something else to be moved besid: 
crops. 

This is a great life—if we don’t weaken. 








What To Do With Your “Liberties” 


The depreciation in the market prices of Liberty Bonds 1s the result 
chiefly of market conditions and does not reflect any change in the intrinsic 
value of the bonds to investors. In my judgment the present depreciation of 
the bonds on the market is due chiefly to the fact that of the 20,000,000 
Americans who patriotically subscribed during the period of the war large 
numbers have not been willing or able to exercise such control over their 
personal expenditure as would enable them to retain their bonds after the 


cessation of hostilities. 


Liberty Bonds, like other bonds, are subject to 


market influences, including the law of supply and demand, and their mar- 
ket quotations have declined in consequence of the failure of the great 
investing public to save in proportion to the enormous expenditure of 
capital during and since the war. Many patriotic people bought Liberty 
bonds and Victory notes under the impulse of patriotism who have been 
unwilling since the war was over, to continue to lend their money to the 
Government, and have forced their holdings on the market more rapidly 
than others could save funds to invest, with consequent depreciation in 


market prices. 


The remedy for this condition 1s for the people to work 


and save, to keep their holdings of Liberty bonds as investments, and to 
purchase additional Government securities with their savings. 


As the Treasury views it, the Liberty bond problem is one of quantity. 
Unfortunately, many holders of Liberty bonds who patriotically subscribed 
for and held them during the war, have since regarded them as so much 
spending money and thrown them on the market. People generally have 
been spending money freely and saving relatively little, so that there has 
not been suffcient capital saved to overcome the pressure upon the market 
from those who bought bonds as patriots but not as investors. The holders 
of Liberty bonds who save and hold their bonds as investments will not, in 
the opinion of the Treasury, have occasion to regret it, nor will they suffer 
by reason of the present depreciation in market prices. 


kt Mutper , 


Secretary of the Treasury. 


Exclusive to The Financial World. 
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Henry L. Doherty, Master-Builder 
His Foresight, Methods and Work 


By E. MARSHALL YOUNG 


Article I1—The Founder of Cities Service 


T was Emerson who coin- 
ed the phrase to the ef- 
fect that all great insti- 
tutions are, in the final 
nalysis, but the lengthened 
hadow of a single man. If 


oe be true, then Henry L. 

loherty, founder of the 

ities Service Company, 

hould be proud of his 

hadow. 

» 

I have just completed a 

areful and comprehensive 

tudy of the company—the 

hild of his peculiar genius, 
ind his lengthened shadow, 

you please. I have traced 
from inception to its posi- 

tion of potentiality in the 

jevelopment of the coun- 
try’s commerce and indus- 

ry. And, because the per- 

onality of the founder and 

iilder is so indelibly stamp- 

1 upon every stone from the 

sundation upward, it seemed 

roper that this series should 

gin with a study of the 

in who built the structure. 

One afternoon in the course 

the debate on the Oil : HENRY L. 
Leasing bill recently passed President Cities 

Congress, I happened to 

a visitor in the gallery of the upper chamber. Sen- 

1r Reed Smoot, of Utah, had the floor. One statement 
ide by him in the course of his able address is recalled 
vith peculiar vividness. 

“The nation which in the next ten years manages to 
obtain control of the oil supply of the world,” said Sen- 
ator Smoot, “will control absolutely the commerce of the 
world.” 

Quite recently, a certain Britisher made the assertion 
it in the next ten years Great Britain will have clinched 
disputable control of the world’s oil production. 
It is not the writer’s intention to attempt refutation of 
it confident assertion. The question at issue may be 
matter of opinion. Also, one’s conclusion at this stage 
the development of oil discovery may be influenced 
re or less by one’s desires or the location of one’s 
ibitat. 

But this opinion is ventured: No matter what country 
nally obtains the mastery of oil production during the 
next ten years, Cities Service will be a factor to be 
eckoned with. 

* * * 
To conclude that Cities Service will be in the front and 
‘kest of the fight seems natural when one considers 
character of the man who is generalissimo. The 

‘herty Men’s Fraternity issued an elaborate calendar 

r 1920. Each date sheet bears an epigram from the 

— 


“a 





philosophy of the president 
of the company. 

Here is one which is se- 
lected because it is illustra- 
tive of at least one side of 
the aggressive, progressive 
business policy that has 
helped make Cities Service 
what it is today: 

“T hope that the time will 
never come when the Doher- 
ty organization will be will- 
ing to die of dry rot for fear 
of making a mistake.” 


With those words of Mr. 
Doherty’s in mind, it is not 
a difficult matter to appre- 
ciate why Cities Service to- 
day owns some 200 public 
utilities and oil companies, 
employs 20,000 workers, is 
one of the largest inde- 
pendent oil producers in the 
world, and serves more than 
2,500,000 persons with light, 
power and gas. 

* * * 


Ever since, at the age of 
20, he became a gas engineer, 
Henry L. Doherty has 
dreamed and acted with all 
the confidence, enthusiasm 
and dash of the pioneer. 
Very early in the career of his company this was demon- 


DOHERTY, 


Service Company. 


strated in a very practical way. 


For years the public utility companies had conducted 
their business along certain fixed lines. There was noth- 
ing that was progressive or enterprising about their 

If people wanted gas, light or power—well, 
that was their business and the companies were ready 
to serve when called upon. 


methods. 


Mr. Doherty was not satisfied with that way of doing 
business. He believed that instead of waiting for busi- 
ness to come to his company he would send out after it. 
So he organized a “new business department.” Officials 
of other companies shrugged their shoulders. But very 
soon they began to see that the plan had merit. Today 
not an up-to-date company but has its “new business” 
department—some of them better than others and some 
of them mere pretenses. But all are patterned, as to 
idea, after the innovation with the Doherty stamp on it. 


* a >» 


Here is another little sidelight illustrative of the 
Doherty willingness to take a risk. When the tungsten 
lamp came into existence the majority of electric lighting 
companies were thrown into despair. Officials held up 
their hands in resignation 

“Now we will see business go to pot,” they lamented. 


(Continued on page 26) 
pa} 
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Equipment Bonds—An Attractive Class of Security 


The Unique Security of 


Equipments—Their Remarkable 


Record—Characteristics Contributing to Safety—How to Over- 
come Depreciation in Market Values of Old Issues 


By JACOB H. SCHMUCKLER 


safety of such issues. They are secured by a first 

lien on equipment, the very “life-blood” of a rail- 
road, for without it there can be no road. Hence the 
unique safety of equipment bonds. 


T« name, equipment bonds, connotes the source of 


Perhaps the best way to judge the safety of any par- 
ticular class of bonds is to see how they fared in the past, 
particularly during receiverships and reorganizations. 
The record of equipments during such stressing periods 
is unparalleled by any other group of issues. 


In the many drastic reorganizations that the American 
railroads have faced since the panic of 1893 there have 
been only two instances in which equipments have been 
at all adversely affected. In all other cases the bonds 
were left undisturbed, being assumed by the successor 
corporation or paid off in cash. This is all the more 
significant when one considers that during drastic re- 
organizations none but the first mortgage bonds right 
on the ground are safe from having to make some 
sacrifices. 

In one of the two cases where exceptions were made to 
the general treatment 


ment rests in a “trust” which is organized for the pur 
pose. The “trust” leases the equipment to the road for 
a rental that is sufficient to cover all charges in connec- 
tion with the trust certificates that are issued and sold 
to the public, the road in most cases guaranteeing the 
certificates as to interest and principal. The road is obli- 
gated to care for the equipment, and when it is fully paid 
for, title is turned over to the road. This is the so called 
Philadelphia Plan, which originated in the State of Penn- 
sylvania to overcome the legal restrictions upon the use 
of conditional sales or instalment plans in paying for 
equipment. Straight equipment bonds are issued by the 
road using the rolling stock which is pledged under the 
mortgage for the securities sold to the public. 


Two features of equipment bonds which contribute 
materially to their safety are their serial maturity and 
the original cash payment made by the road upon delivery 
of the equipment for use before any bonds or certificates 
are issued. The proportion of the cost paid upon delivery 
varies rather widely, usually ranging from 15 to 25 pe: 
cent. of the total. The number of years over which the 
bonds of certificates mature varies as a rule from 10 to 2! 


vears, but the cases 





accorded equipments, the 


where the maturities run 





Wheeling & Lake Erie 
Equipment 5s, due 1922, 
were not an equipment 
obligation in the strict 
sense of the term. The 


Issue. 
Baltimore & Ohio.......... 
bonds were originally in Canadian Pacific... .cccccs. 
a weak position. Still Chicago & Northwestern... 
even the Chicago, R. I. & Pacific.... 
holders of these came Chic., St. Louis & New Or’ns 
out all right. Each $1,- 
000 note was given $350 
in cash and the balance 
in equipment 4s secured 
by the unmatured old 


eventually 


Delaware & Hudson....... 
PeMOns COMstal, occ cece cs 
Louisville & Nashville...... 
Michigan Central.......... 


obligation, which was in a a ere 
turn secured by the a 2 Central. mara adtawakad 
equity in the equipment Norfolk & Western........ 
arr Reading Company ....V.. 
‘t her exception 1s ‘ ” 
the other ¢ P Southern Pacific........... 


the treatment = given 


‘ Virginia Railway .......... 
some of the equipments 


Attractive Equipment Bonds 


Maturity. PC. Pi. FPA. 
1920-’27 4% 7.80 7.00 


1920-'27 


Clev., Cin., Chi. & St. Louis 


for longer than 15 years 
Yield Basis are comparatively few. 


Rate. Bid. Asked. The 


reason for the 
serial maturity plan is 
readily found in the rapid 
rate at which equipment 
depreciates. The obliga 
tions are redeemed at ‘ 


1920-32 4%@6 7.50 6.75 
1920-’23 4% 680 6.00 
44@5 7.90 7.00 


1920-'24 5 7.25 6.50 : 
1920-29 5@6 7.25 6.25 faster rate than this de 
1922 4V 6.62 6.00 preciation, and this fact 
1920-27 44.@5 6.75 6.00 along with the original 


payment that is made by 
the road, protects the 
equity of the holders of 
this type of obligation 
As the early maturities 
are redeemed the equit) 
of those left outstanding 
increases, and for this 


1920-23 5 6.75 6.00 
1920-32 5@6 7.25 6.25 
1920-32 4%@5 7.50 6.50 
1921-35 7 7.50 7.00 
1920-’24 4% 6.85 6.00 
1920-27 44 6.85 6.10 
1920-24 4y% 6.87 6.00 
1920-'30 6 7.50 7.00 reason, the later matur- 





= ing series are, other 





during the Norfolk & a 
Western reorganization 

of 1896. The plan provided for refunding certain equip- 
ment issues in a manner that did not involve even tem- 
porary sacrifice. For each $1,000 equipment 5s holders re- 
ceived $1,000 in consolidated 4s and $480 in preferred stock 
of the successor company. With the subsequent prosper- 
ity of the Norfolk, the holders have been very well com- 
pensated. 


Briefly, equipments have stood the acid test. Under nor- 
mal conditions there have been practically no defaults in 
the payment of interest or principal. 


Characteristics of Equipment Obligations. 


There are two large classes of equipment obligations, 
namely, equipment trust and equipment bonds. In both 


of these types, the obligation is secured by a first lien on 
rolling stock. In the case of the former, title to the equip- 


things being equal, the 
more desirable to hold. Another condition contributing 
to the safety of equipments is that more than one type o! 
rolling stock is pledged as security. Take, for example, th: 
late New York Central issue. These are secured by 9,244 
steel box, coal and other freight cars, 265 steel coaches an 
other passenger cars and 196 freight, passenger and 
switching locomotives. A variety of equipment like th: 
above is theoretically at any rate more desirable securit 
than any one particular type. 


Future Financing Prices. 


Investors are at present very much concerned about 
the effects that the large prospective financing will have 
upon the old-line issues. While the railroads need great 
amounts of capital for all uses, their equipment requir« 
ments will be particularly large. There are plenty of 


(Continued on page 27) 




















May 10, 1920 





7 4 





fYSODMLLYNONANUULUQASNEROULULA LEESON UO0QOUN0ELOUOOENEER OLSEN 





Kernels of Week’s Important Financial News 


Significant Financial Events of the Week Pithily Presented 
—Their Influence Interpreted Favorably, Unfavorably or 
Otherwise 


(For Week Ending Wednesday, May 5) 


Corporate Matters. 


American Light & Traction Co.—Earnings for fiscal year 
liter expenses $4,201,139 against $4,028,075. + 
ymputing-Tabulating-Recording Co—Offering  stock- 
holders new stock at $50 a share to finance extensions. 
Earned $7.02 a share against $4.55 previous year. + 
ee Rubber & Tire Corp.—Restores stock to dividend 
basis at the rate of 50 cents per quarter per share. + 
egregate Railroad Earnings—Interstate Commerce Com- 
mission for February reports total operating revenues 

$424.856,496 against $352,385,- 

99 in 1919, and more than 


Anaconda—Annual report shows $2.19 earned against 
$8.92 in the preceding year. — 

Greenfield Tap & Die Corporation—A stock dividend of 
50% was declared payable July 1.+ 


~ 


unard Steamship Co.—Gross earnings for year were 
nearly double those of the previous year, but the in- 
crease was more than wiped out by increased operat- 
ing expenses decreasing the net. — 


White Motor Co.—Earned last year $5.83 a share against 
$8.35 in the previous year. — 


Denver & Rio Grande re- 





130,000,000 in excess of 1918, 
it a net operating deficit of 
212,000,000 against a surplus 
f nearly $10,000,000 in 1919. — 
Wm. Cramp & Sons Ship 
Engine Building Co. has 
ieclared a stock dividend of 
50% totaling $10,000,000. = 
General Asphalt — Annual 
tatement of this company 
ows net profit equal to 
$3.82 on the common stock 
compared with $7.18 a year 
120. — 
Public Utilities—Northern 
States Power Co. shows in- 


Week’s Business Index 
(For Week Ending Wednesday, May 5) 
FAVORABLE POINTS + 30 
UNFAVORABLE POINTS — 30 sue of 300,000 shares, which 


Analysis 
The situation for the week as disclosed by the 
fundamental news continues to emphasize senti- 
ment more or less mixed and the outlook uncer- 
tain. Most of the favorable signs reflect good 
business conditions now completed. 


: + turned a deficit for 1919 of 
$281,807 against a net income 
in 1918 of $1,491,780. — 


United Gas Improvement 
Co stockholders approve 
proposed preferred stock is- 


has been underwritten. + 


Capital Issues—Journal of 
Commerce reports new 
financing in April estab- 
lishes new high record, in- 
volving an output of $471,- 
725,600, compared to $67,000,- 
UU0 a year ago. — 


Dominating Factors 
While the tendency towards deflation is appar- 


Lehigh Valley—Annual re- 


° —~crOof. : ° ° ° ° . ~ 0 for 1919 s rs ne 
rease of 17.67% in gross ent, progress is slow in this direction. Congested ?°'t 'o° 1919 shows a net in 
arnings for year, while net freight conditions depresses business. Low prices aot equivalent to #410 a 
arnings equal 16.21%, equiv- for Liberty Bonds a detrimental influence. Ex- ‘°"#'® Compared to $5.44 in 


lent to $15.33 a share com- pansion held in check by tight money. 


non against $9.45 the pre- Legend. 
vious year, + +Favorable. 


Railroads, March Earnings Unfavorable. 


Eleven out of thirteen rail- 


previous year. — 


California Packing Cor- 
poration—Annual report for 
fiscal year shows net income 
equivalent to $19.98 a share, 





oads report an increase in 
gross for March, while two 
thers a decrease. Of these railroads four decreased in 
et income and seven increased. + 

lidwest Refining Co.—Indicated earnings for 1919 equiva- 
lent to $33.53 a share compared with $14.77 a share the 
previous year. + 

tchison reports $16.55 earned on common stock com- 
pared to $9.98 in 1918. + 


New Jersey Zinc reports earnings for first quarter of 


year $7.50 a share against $7.64 a year ago.— 


Stock Dividends—Reynolds Tobacco Co. plan to pay a 


200% stock dividend. Brown Shoe Co. declared a stock 
dividend of 331/3%. Paige-Detroit Motor Co. declared 
» stock dividend of 331/3%. Whitaker Glessner Co. de- 
clared a stock dividend of 400%. Chandler Motor Co. 
leclared a stock dividend of 33 1/3%. + 

iilroads file request for increase of freight rates amount- 
ing to $1,000,000,000. + 

nerican Hide & Leather earned $1.83 on preferred for 
first quarter compared with $3.71 a year ago.— 


rcules Powder earned for first quarter of 1920 $7.33 a 
hare against $2.92 a share a year ago. + 


compared with $9.20 previous 
year. + 
Commodities. 

Newsprint—Acute scarcity felt by publishers, who pre- 
dict reduction in size of papers to retrieve situation. — 

Cotton—Market somewhat irregular but undertone 
strong. - 

Cereals—Wheat, oats and corn. Irregular but firm at 
present high levels. 

Coal—Output reduced. Prices high. — 

Copper—Slight improvement from low price. + 

Steel—Output under March but growing steadily better. + 

Lead, Tin and Spelters—Price slightly lower. + 

Oil—Prices strong. Output at record figures. Pennsyl- 
vania gasoline price advances. U. S. Geological Survey 
reports United States near top of oil output. Figures 
production available in ground about 6,740,000,000 barrels. 
Will exhaust reserve in eighteen years unless new pro- 
duction is discovered. + 

Cost of Living—According to National Industrial Confer- 
ence Board of Boston, has increased 7% between No- 
vember, 1919, and March, 1920, — 

(Continued on page 22) 
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American Cotton Oil—An Investor’s Possibility 


The Company Is in Good Condition—Possibilities for the 
Future Are Bright—Increase in Working Capital Large and 
Steady—Speculative Opportunity 


By LAURENCE BEECH 


HERE is no valid reason, apparently, why interest 

in the shares of the American Cotton Oil Company 
should remain dormant marketwise, particularly 

now that the favorable trade situation surrounding the 


so-called substitute foodstuffs manufacturers is being ap- 
proached by the financial community. An instance of that 
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Price Fluctuations of Preferred and Common Stocks. 


appreciation has been afforded already in the recent ad- 
vances of American Linseed, United Food Products and 
Corn Products stocks. 


During the height of the advancing movement in these 
stocks recently American Cotton Oil was conspicuous 
for its infrequent appearance on the stock tape, not- 
withstanding that at least a sympathetic demonstration 
in it was to be expected. Its high price of the spring 
rise was 51, only 10 points above its low of the year, com- 
pared with advances of 30 points in Corn Products, 20 
points in Linseed and 13% points in Food Products. 


Nevertheless American Cotton Oil is deserving of care- 
ful consideration on account of its position as a repre- 
sentative of the foodstuffs stocks, and it should receive 
its share of recognition in the market with any further 
activity in this group. 

The company, however, should not claim attention 
wholly for its prospects in the foodstuff manufacturing 
line, at least in the sense that such a business is usually 
understood by the investing public. The company is a 
large producer of animal feedstuffs as well as edibles for 
human consumption. It also produces the stuff that helps 
to grow the food—fertilizer. 

The American Cotton Oil Company was incorporated 
in 1889 to engage in the manufacture and sale of products 


of cotton seed. Its chief products now are cotton-seed — 


oil, cotton-seed meal, cotton-seed cake, linters, cotton- 
seed hulls and ashes as well as refined edible oils, com- 
pound and cottolene as substitutes for lard and butter, 


“Gold Dust” washing powder, “Copco,” “Fairy,” tar gly- 
cerine and other soaps. 

For effective handling the business is divided into three 
operating subdivisions as follows: (a) all the cotton 
ginning and crushing of cotton seed, together with all 
the manufacturing of fertilizer from the by-products of 
the crude oil are conducted by the Union Seed and Fer- 
tilizer Company; (b) All the refineries are operated direct 
by the parent company whose business is confined to the 
refining and selling of cotton seed oil; (c) The manufac- 
ture and distribution of the edible oil, cottolene, com- 
pounds, soaps, washing powders, etc., is handled by the 
N. K. Fairbank Company, exclusively. 


The broad scope of the company’s business is addition- 
ally indicated by the fact that it has plants and seed 
houses in the following fifteen cities in the United States, 
Canada and Europe: Cincinnati, Ohio; Mobile, Ala.; St. 
Louis, Mo.; Chicago, Ill.; Columbia, S. C.; Atlanta, Ga.; 
New Orleans, La.; Memphis, Tenn.; New York, N. Y.; 
Little Rock, Ark.; Jackson, Miss.; Raleigh, N. C.; Prov- 
idence, R. I.; Montreal, Canada and Rotterdam, Holland. 

The fact that cotton oil serves as a substitute for animal 
fats as well as for olive oil in all sorts of ways is more 
evident to people now than it was before the war; for 
now there is not so much prejudice against it. Merchants 
do not have to misrepresent it as something else, in order 
to sell it. 

It was an open secret in the trade before the war, that 
cotton oil was shipped from this country in large quan- 
tities to Spain, only to come back again, bottled and 
labeled “Olive Oil.” 

The reason that the company maintains a branch in 
Holland is that it transacts an enormous business with 








American Cotton Oil Co. 
Table I. 


7-Year Analysis of Income Account. 
(Years ended August 31.) 
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1919 . $2,694,214 $850,000 $1,844,214 1808 609 4 
1918 .. 2,327,995 667 1,661,328 16.29 5.14 4 
1917 .. 2,034,042 500,000 1,534,042 1504 455 4 
1916 .... 2,524,291 495,833 2.028458 1989 699 4 
1915 .... 2,514,403 475,000 2,039403 1999 7.05 .. 
1914 .... 1,487,623 475,000 1,012,623 9.93 1.99 
1913 .. 1,771,109 475,000 1,296,109 12.71 3.38 
Table II. 
7-Year Analysis of Cash and Working Capital. 
Total Total Net 
Current Current Working 
Year Cash Assets Liabilities Capital 
ee scéened $7,370,441 $22,938,103 $1,629,125 $21,308,978 
Ps 2,324,602 22,328,745 2,307,149 20,021,596 
ere 1,336,310 15,346,768 1,038,505 14,308,263 
(eer 2,767,045 15,138,259 877,517 14,260,742 
ere ,050,64 14,321,536 711,504 13,610,032 
ae. sreosse 3,437,634 12,825,046 730,165 12,094,881 
| Se 3,101,685 13,009,373 1,639,351 11,370,022 








that country in cotton oil to be used for near butter man- 
ufacture—oleomargarine. 

Prior to 1913 or 1914 the company had a very checkered 
career, first having to go through the formative period 


(Continued on page 31) 
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Copper Shares—Are They Selling Too Cheap? 


A List of Twenty-three of the More Substantial Coppers, Singled 
Out as Selling Recently At or Near the Lowest Prices of Recent 
Years—Calumet & Hecla Lowest Since 1897! 


By CARPEL L. BREGER 


Hecla, at $345 a share, selling at the lowest 
recorded price since 1897. 

In another column of the papers I read of enormous 
copper sales exceeding 1,225,000,000 pounds in four months 
from December 1 to March 3], the greatest sales of the 
red metal in history. There was, so the papers would 
have it, a “boiling” copper metal market, with the price 
of the metal advanced from 18 cents March 15 to 19 cents 
ty April 1. 

I was at a loss at first to reconcile the two facts of 


Te other day I noticed the famous Calumet & 


high securities prices for the coppers were carried along 
during 1919 in anticipation of a boom that did not come. 
Quite the contrary, when the abrupt deflation of the 
market broke loose in November, the coppers found 
themselves particularly vulnerable from the market 
standpoint. 

The coppers in the November market break were vul- 
nerable not only from the stock market technical stand- 
point, but also from the metal market standpoint. Nearly 
all the companies through 1919 had been paying cash 
dividends in excess of cash earnings, and in many cases 











Copper Shares—Their Fluctuations. 

How Recent 1920. 1919. 1918. 1917. 1916. 

near. low. High. High. High. Low. High. Low. High. Low. 
Calumet & Hecla.... er $345 $409 $480 $470 $425 $590 $411 $640 $510 
gers Satara 3% 3 J 6% 6% 3 9 4 13% 6 
ESE te ge el re en ae 48 36 55% 80 86 73 92 65 120 79 
ere 29% 38% 474 58% 38 46% 34 56% 34 
| ee mee . 6 4, 5h 9Y4 10% 4% 20% 7 231% 10 
SS ae rere i ct ke 12% 10 14 16 21 14 2414 13 21% 3% 
irises 2g oles, visto pide 24 21% 26 32% 331% 2214 43 25 49% 33 
Old Dominion ....... = acerek nse Se 30 37% 52% 4514 324 6734 33 821% 59 
GIRO scsacrsicwsss ase ce 44y, 58 73 65 464 95 53% 105% 7914 
Ray Consohdated «...........:. @ 16 22% 26% 26% 19% 32 19% 37 20 
SENOEE sc ckewennc erie 1% 1% 2 4% 53% 2% 10 5% 12% 7 
Shattuck-Arizona ........... oe 10% 12% 17% 181% 14 WY 15 40% 22 
Tees © BC... 6.25. cascs Be 9% 17% 21 21 12% 19% 11 19% 15% 
Wolverine ........ ove ese ee 17 23 31 36 18 53%4 31 6714 45 

Unlisted Coppers. 

Big Ledge ..... : .....$0.37% $0.31 $0.56 $0.94 $1.50 $0.62 $6.50 $1.00 $8.12 $1.37 
Calumet & Jerome............ .16 12 25 62 1.75 37 2.50 87 3.50 81 
Consolidated Arizona eth 62 50 81 1.69 2.50 1.44 2.87 81 3.00 1.12 
Green Monster ..... Heé-oxinn cot 12 25 mj 1.00 37 2.37 50 6.87 fe 
HOwWe Sound 22.6600... sie Sis 3.75 4.37 5.87 4.62 3.37 8.12 3.87 9.50 4.12 
Jerome Verde ......... ee 31 56 94 87 44 3.00 50 3.00 1.12 
Mason Valley ..... 5 aan ee 2.00 k i.” 4.75 6.25 2.25 8.37 3.75 8.25 rs 
Ome Coeeet Ge.i....663...00 ae 20 44 69 1.19 55 1.25 75 2.50 1.37 
PRMNOREOTOUIES 6ccéscccsccscanen .99 95 2.50 3.62 4.87 3.00 5.00 2.75 6.50 2.75 








monster sales of the red metal with low prices for cop- 
per securities, and in the case of such a standard as 
Calumet & Hecla the lowest price since 1897! 

I discovered that more than a dozen big, seasoned, 
standard coppers on the New York and Boston Stock ex- 
changes and nearly a dozen of the most substantial un- 
listed coppers were selling recently at the lowest prices 
in years, and in several cases the lowest prices in history. 

The question is pertinent as to whether or no these 
coppers are on the “bargain shelf,” and whether their 
decline is justified or no, and to what extent they may 
recover. 

I will not here review each of these coppers, nor re- 
view the copper attitude in general, but will review in 
a hurried way some of the “higher lights” of the copper 
situation, which may be back of the recent low prices 
for these red metal stocks. 

I pointed out about a year ago that high prices in 1919 
for the copper stocks were not justified by conditions 
existing or to be expected in 1919, but such high prices 
last year were based on the expected, great, after-the- 
war boom in coppers. The result was that artificially 


in excess of total earnings, and unsold metal had piled 
up in prodigious quantity. I pointed out that about 700,- 
000,000 pounds unsold copper metal seemed to be on hand 
April 1, 1920, according to John D. Ryan’s figures, and 
after the sale of 1,225,000,000 pounds since December 1, 
1919, After allowing for four months’ production, nearly 
1,500,000,000 pounds of unsold copper metal would appear 
to have been the colossal load carried on hand, unsold, 
as of November, 1919, which total may help explain the 
vulnerability of the coppers from the inside position, 
apart from the stock market position, in the November 
“bust.” 

A recovery in January, 1920, was based on heavy sales 
of the red metal in December (480,000,000 pounds re- 
ported), and the recovery was also facilitated in part 
by covering of professionals who went short in the No- 
vember break. 

The market then eased off in February and early 
March, incident to dying down of further metal sales, and 
due also to further contraction of banking facilities on 
speculative Wall Street loaning accounts (as affecting 
all securities), with a sharp recovery the latter part of 
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March incident to another wave of heavy metal buying, 
most of the 400,000,000 pounds reported sales for March 
having been reported for the last fortnight of the month. 

I pointed out in a previous article that with 1,225,000,000 
pounds copper reported sold in the past four months, the 
outlook for further heavy sales soon is not of the very 
best. 

The copper metal market and some copper stocks have 
already eased off quite perceptibly from the sharp bulge 
of March and ought to be a good buy on further eas- 
ing off. 

The particular stocks here referred to in this article 
as suffering the lowest or near-lowest prices in history 
suffer from a variety of reasons. 

There are the Jerome, Arizona, prospect stocks like 
Green Monster, Jerome Verde and Calumet & Jerome 
that have failed to find commercial ore or any ore after 
nearly four years’ search since the 1916 boom and have 
run out of funds. However, there have been periodic 
booms in the Jerome stocks in bygone years, there will 
be again, and the question naturally arises, may not 
some of these now seemingly cheap penny stocks make 
a good speculation for a flyer, awaiting the next Jerome 
boom? 

There is the case of such diverse companies as Calumet 
& Hecla, Ray Consolidated and Consolidated Arizona, 
each of which has invested millions of dollars of war 
profits in plant improvement and plant enlargement, look- 
ing not only to cheaper production but to heavier pro- 
duction. Yet today all these companies’ stocks are sell- 
ing at lower prices than “before the war.” In these cases 
we observe a combination of reasons, all impinging to- 
gether, as explaining the low price. The reasons, all at 
once, are tying up of capital in unsold (or unpaid for, 
which amounts to the same thing) cepper metal; cur- 
tailed production and temporarily high costs due to 
lower grade ore, and a small margin of profit between 
costs and copper prices, assuming all the (curtailed) pro- 
duction were sold, delivered and paid for. 

[ have repeatedly warned the copper investor through 
The Financial World for nearly four years past that he 
must not jump to the conclusion that copper “sales” are 
the same as “deliveries.” The copper, even when sold 
and even when delivered, is not paid for by cash funds 
till 60 to 90 days later. 

Shattuck-Arizona has a splendid reason for selling so 
low. This mine at Bisbee, Ariz., suffered a very severe 
and costly mine fire about a year ago. Shannon has 
sold its principal mine and proposes to speculate with 
oil properties. 

Miami, Wolverine and Osceola are selling low because 
these mines have only a comparatively few years’ longer 
life, but if there be a “revival” among the coppers this 
year, these are the three companies which stand to see 
a very notable appreciation in probable market value of 
their shares. All are in position to pay handsome divi- 
dends, or will be. 

Granby and Ohio are two copper stocks in the dumps 
because of certain new financing recently whereby new 
bonds have been created ahead of the stock. In both 
cases the bonds have been created to finance or partly 
finance new plant that will add to earning power. 

I cannot within the confines of this article go over all 
stocks pointed out in the list herewith, but hope in a 
following article or two to give a brief paragraph or so 
on each in particular. 

ens 
INDUSTRIALS UNDER PRESSURE. 

Some of the pronounced speculative favorites which 
have brought in large profits to buyers who purchased 
them early in the war are the ones acting now in a most 
reactionary manner. But this should occasion no surprise, 
for they are passing through their period of readjustment. 
Yet, notwithstanding the present low prices they have 
touched, as a rule they are considerably above all former 
low records. In this respect they are at least more 
strongly fortified financially against a depression than 


was ever the case in their career. 
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SIMPLIFYING FOREIGN EXCHANGE. 


Now that a great many Americans hold foreign money, 
attracted to it by the speculative opportunities presented, 
a movement is on foot among dealers in foreign exchange 
to simplify the confusing terms by which it is expressed. 

It is well that such a step is under contemplation for it 
is rather difficult for the average buyer of foreign ex- 
change to figure out for himself -what fractions in francs, 
lires, marks, or Spanish pesetas constitute a dollar in our 
value and dealers’ time is often taken up in lengthy cor- 
respondence explaining it to our thousands of budding 
world bankers, without seeming ability to clarify their 
clients’ minds on the matter. 


It is now proposed to express foreign exchange in cents, 
that is to say, if a franc is worth but 6 cents in our mone} 
to quote it as such, and then the holder of francs will no 
longer be in a maze of doubt when the franc either ap- 
preciates or declines in value. 


The same rule will hold in the quotations for the money 
of the other countries. There is no reason why the 
movement should not succeed for it would popularize 
more than ever speculation in international money. To 
a certain extent such speculation would also exert the 
tendency of strengthening the foreign exchange market 
which in itself would provide a firmer basis for foreign 
credits in our country—a condition which our bankers 
would like very much to see brought about. 


—o— - 


CAN’T GO BEYOND THE STATE LINE. 


In an important decision the U. S. Supreme Court holds 
that the State of North Dakota, for purposes of taxation, 
cannot impose such a levy on stocks and bonds of inter- 
state railroads operating within the state situated else- 
where unless it can be seen that it adds to the value of 
the road and the rights exercised in the State. In other 
words no State has the right to levy taxes on property 
without its jurisdiction unless it receives a contributory 
value. It is well that this basic rule of taxation is laid 
down as, otherwise, States could multiply our already bur 
densome taxation. States inclined to the populistic theory 
of grabbing everything upon which hands can be laid 
at least will not be able to indulge their avariciousness 
at the expense of the rest of the country. 








Short Time Bonds 


Yielding 7% to 8% 


Present conditions have resulted in a 
great deal of short-term financing be- 
cause many Governments, Municipali- 
ties and Corporations needing funds are 
unwilling to pay present high rates of 
interest over a long period. This gives 
the investor an exceptional opportunity 
to get sound security coupled with a 
high rate of interest. 


We shall be glad to send investors a 
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Cotton and the Comer Amendment 
By C. T. REVERE 


It would be an evil-minded person who would even sug- 
vest that Senator B. B. Comer, of Alabama, in proposing 
iis amendment restricting deliveries of cotton on con- 
tracts to tenders containing at least 50% of grades rang- 
ing middling or about, was actuated by any but public- 
pirited motives. Mr. Comer, however, has been asso- 
ciated chiefly with only one end of the cotton business, 
that of manufacturing. He bears the reputation of be- 
ng a very capable, shrewd business man and efficient 
1anufacturer. Subconsciously he may be viewing the 
ituation from one angle, while there are many to be 
-onsidered. 


Among these are the difficulties besetting the merchant, 
he position of the producer, and last, but not least, the 
speculator, who by reason of his interest in the rise or 
all of prices or his arbitrage operations between various 
narkets and different delivery months, performs an es- 
sential service by providing a broad market, ready at 
ill times to absorb or make offerings. 


[he practical operations of markets constitute a closed 
book to all except the active participants, who learn by 
experience which entails both profits and losses. Very 
frequently the best intentioned legislative meddling pro- 
duces an effect exactly the opposite of its well-meant pur- 
pose. For instance, Senator Comer assumes that by his 
50-50 provision he will produce a 50-50 contract. In prac- 
tical operation the result will be a contract restricted to 
grades all ranging midding and above. Spinners have 
never taken this kindly, except in times of extreme 
scarcity, to purchases of cotton delivered on contract. 
The cotton may be the same as that which is sold them 
by their favorite merchants, but the prejudice exists and 

is dificult to overcome, particularly when the cotton 
consists of low grades. They appear to assume there 
must be something the matter with the cotton or it 
would not have to seek an outlet through the contract 
markets. 


The probable result of the Comer amendment would 
ve about as follows: Let us say, for example, that a 
buyer accepts delivery of 2,000 bales of cotton 50% mid- 
lling and above and 50% of tenderable grades below 
middling. The merchant buyer probably would find a 
fairly ready sale for his high grades, but his low grades 
would be slow of sale unless he made concessions or was 
1ided by specially favoring circumstances, he finally 
would have to resort to a retender of his cotton. This 
would involve the purchase and delivery of an equivalent 
umount of high grade cotton before he could dispose of 
is low grades on contract. 


Senator Comer also believes that his amendment would 
Undoubtedly it would, but it would 
» the stabilization caused by stagnation, resulting from 
he restriction of the free and normal efforts of trade. 
{edging operations would be reduced to a minimum and 
ierchants facing the risk of heavier losses, through in- 
bility to protect themselves against price changes, would 
ive to make up the difference by charging an equivalent 
profit for the risk they run. There is no way to make 
middling contract that will approximate the price of 
elected middling cotton, except by restricting the de- 
veries to selected middling cotton. But what is to be- 
yme of the other grades? Are they to be denied a mar- 
et? Do not breadth and activity count for something? 
toes not trade work out its own laws and regulations 
hrough adoption of the fit and rejection of the unfit 
etter than hand-made panaceas proposed by well-mean- 
g legislators? Business men: at least feel this way 
ibout it and sentiment throughout the cotton trade is 
trongly against the Comer amendment for this reason. 


stabilize values.” 


About the most that can be said for the cotton market 
it present is that it shows impressive power of resist- 
ince to selling. The weather has been more favorable 


(Continued on page 36) 
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Sinclair Consolidated 
Oil Corporation 


Five-Year Secured 74% 
Convertible Gold Notes 
CONVERTIBLE: Each $1,000 Note to be exchangeable 
for 10 shares 8% Cumulative Sinking Fund Preferred 
Stock (par $100 each) and 244 shares Common Stock 

without par value. 
98 and accrued interest to 
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For May Investment 


Our May offering sheet lists 91 carefully selected issues of high 

grade securities, each yielding, at current prices, an unusually 

Included are more than 30 Municipal issues yielding from 
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The National City Company 


Main Office: National City Bank Building 
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Stock Exchange in Fighting Mood 


A call to prepare for a united stand against the imposi- 
tion of an unfair tax has been sent by the President of the 
New York Stock Exchange to the executives of the prin- 
cipal stock and commodity exchanges. The tax that has 
aroused the fighting ire of the usual quiescent Stock 
Exchange is one proposed by the Ways and Means Com- 
mittee of the House of Representatives of one-fifth of 
one per cent. on the amount involved in security trans- 
actions. This tax the spokesman of the Stock Exchange 
considers ruinous, and one that threatens the existence 
of the securities markets of the nation. He even prophy- 
sizes it will react disastrously upon the entire financial 
structure of the United States. What the tax would call 
for can best be illustrated by citing an example. One hun- 
dred shares of stock, costing say one hundred dollars a 
share, involving $10,000, would require a payment of $20 
in addition to commissions already charged, the state 
tax, interest charges. But that is but one part of the 
transaction for, if the same stock was sold again, or 
bought back, the same tax would have to be paid again. 
Such a heavy impost would discourage buying of secur- 
ities and its bad effects would not end there. They would 
but start, for new enterprises and established corpora- 
tions needing fresh capital for their development and ex- 
pansion would find their market for financing themselves 
almost dried up. 


The question might properly be put as to when the 
country will reach the end of its obsession, treating cap- 
ital as a renegade, rather than its most important ally in 
making for its welfare and prosperity. It is encouraging 
to see that the Stock Exchange sees this newest onslaught 
in its right and menacing light. It should spare no effort 
in bringing the danger home to the thinking people. 


MORSE INDICTED AGAIN. 


For having sold a freighter to the Tunis Government 
in violation of the Shipping act of 1916 Charles W. Morse 
is again in difficulty with the Federal Government. An 
indictment was lodged against him last week and he was 
held in $15,000 bail. His attorney claims this violation 
is only a technical one and does not involve any moral 
turpitude. Whatever is his counsel's interpretation of this 
alleged criminal proceeding it will not bring comfort to 
the stockholders of the United States Steamship Co. or 
the United States Transport Co., two of Morse’s twins 
each with a capital of $25,000,000. Morse’s latest troubles 
also come at a most inconvenient period, just when re- 
newed efforts are being made to revive speculation in 
their securities. 
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The Canadian Financial Situation 
British Empire Steel Corporation an Epochal Undertaking 
—Canadian Customs Collections Show Huge 
Increases—Gold Situation Is Improved. 


By BEN LENNOX 
Canadian business men and bankers, now that the or- 
vanization of the new British Empire Steel Corporation 
as become an accomplished fact, feel that Canada has 
iken her place among the industrial possibilities of the 
future. They believe that the new enterprise will be a 
ighty factor in the world’s steel and ship industry. 


[The Financial World, now that the details of the for- 
mation of the new corporation have become public prop- 
rty, can take credit for being the one American pub- 
ication which has kept its readers in touch with the de- 
velopments with marked fidelity to actual achievement. 


The announcement of the financial plans reveals the 
ict that there will be issued total of stocks to the 
,zmount of $207,000,000. It is expected that, before the 
nd of the current year, the common stock will be placed 
yn a permanent 5% dividend basis. The rights of Nova 
ttia and Dominion stockholders will be valuable. 
* + * 


Figures showing custom collections by Canada during 
past twenty-one years show an increase from $8,- 
889,110 to $184,805,079. It will prove of interest to Ameri- 
ins to know that the greater proportion of these col- 
tions have been made on imports from the United 
States. 


Figures by countries for the twelve months ended 
\farch 31, 1920, were 18 per cent. in advance of those for 
he preceding twelve months. This is over $23,000,000 
reater than the highest amount collected in any pre- 
ous fiscal period. 


[These facts are important when it is remembered that 
ie customs receipts are the government’s chief source 
f revenue. 

It will also be interesting to know that better than 
0% of the last fiscal year’s customs collections were on 
\merican imports. Canada imports 73% of her total 
trom the United States. 

* + a 


[here is a decided, and I might say serious, shortage 
n farm labor which is giving no small concern to west- 
rn Canada. There also is a scarcity of supply of labor 
n other forms of industry, and what labor there is, it 
must be admitted, is anything but efficient. 


Building material stocks throughout Canada are low, 
ut there is not particular disposition to press demand 
n account of the high interest rates and the exorbitant 
femands of labor. 


One very satisfactory feature of the news of the day 
s the showing made by the banks. Canada’s gold re- 
erve holds steady. That is encouraging. Note circula- 
ion in the Dominion on April 20, for example, was $311,- 
132,931, while the actual gold held against it was $100,286,- 
280. The ratio of gold to note circulation, therefore, 
was 32 per cent. 


It also is interesting to note that, in commercial activi- 


ties traders and dealers are making every effort to keep | 


business on a cash basis, or as near it as is possible. 
* ¢ 

Che leading factor in Canadian public utility and indus- 
trial financing, the Royal Securities Corporation, whose 
ead office is in Montreal, has opened American head- 
juarters in New York. This move indicates the intent 

Canadian financiers to enter more actively into the 
merican financial field than heretofore. 


Royal Securities, I am informed, has considerable faith 
the extension of interest on the part of investors in 
the United States in the development of the Dominion. 
e success of many bond and note issues in behalf of 
inadian provinces, municipalities and industrials is said 
have been highly encouraging. 
(Continued on next page) 
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Of rather important significance is the announcement 
by three leading banks of the Dominion of proposed in- 
creases in capitalization. The new shares when offered 
will be below the present selling prices of existing stocks, 
which is likely to prove attractive. 


It is thought that this will be the case more particu- 
larly with American investors, who will be ‘able to pur- 
chase Canadian funds at an advantageous rate to pay for 
the stocks. 


The Bank of Montreal is issuing $2,000,000 new capital 
in ratio of one new to ten old shares; the Royal Bank 
of Canada is issuing $3,400,000 in ratio of one to five; 
and the Merchants Bank of Canada is issuing $2,100,000, 
in ratio of one to four. All are to be offered at $150 a 
share. 


This makes a total of $7,500,000 new stock, sold at 
$150 a share. 


Another development of interest, is the pending issue 
of $20,000,000 City of Paris notes, the returns from which 
are to be expended in Canada for the development of 
agriculture and industry. 


As the result of Government action, prices of Canadian 
Victory bonds have been placed back to the point at 
which they sold between March 22, and March 27. This 
change, which reduces the price of all save the 1934 
issue, has been made to bring the price more into line with 
the bond market. 


The following table shows the new prices, the price 
just abandoned, and the present yield: 


New Former Present 

Maturity Price Price Yield 
eer 991% 100 5.70 
BE cas dv deren cence 991% 99% 5.75 
ED -cciceuiie mec igi eae 100 100% 5.50 
RE Seer 100% 101% 5.45 
RE ane waniuiawi atthe ees maee 102 103 5.32 
MOEN bana Gedeucucasaare a 9814 99 5.85 
ED wdtcwavcdanniiwkns aeel 97 3” 5.80 


FEDERAL FARM LOANS HELD UP. 


While the question of legality of Federal Farm Loan 
bonds is awaiting final adjustication by the Supreme Court 
there will be no further bond issues of this character. 
The Farm Loan bank officials claim this uncertainty is 
holding up the development of our agricultural industry. 
But this statement is much to be doubted. Farmers, 
whose collateral is good, are finding no difficulty procur- 
ing loans from private mortgage bankers. This statement 
seems to be in the nature of a bid for the support and 
sympathy of the farmers, who are in greater need of 
help just at this moment than they are of more capital. 
The exemption of farm loans from taxation is a grave 
economic error for it absorbs taxable capital for the ben- 
efit of one class of individuals to the detriment of others. 
And this is moreover emphasized when it is taken into 
account that, in the final analysis, this special legislation 
has not cheapened to any great extent loan rates for 
the farmers. 


 ——O——— 


LOW-PRICED RAIL SUGGESTIONS. 


The following seem to be in a very favorable position, 
as regards possibilities for price improvement: Rock 
Island common, Missouri Pacific common, Minneapolis 
& St. Louis, St. Louis South Western preferred and com- 
mon, Colorado & Southern common, Western Pacific pre- 
ferred, Big Four common, Lake Erie & Western pre- 
ferred, Western Maryland common and Wheeling & Lake 
Erie preferred and common. The stocks mentioned seem 
to be attractive in the order named. 
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Market Active But Weak 
[t was a more or less featureless week in the bond 
iarket. Selling continued spasmodically in the Liberty 


sues; the rail bonds improved fractionally in sympathy 
ith advance in the stocks; municipals were colorless; 
dustrials did not move much, and a somewhat irregular 
surse was followed by issues like United States Steel 
inking fund 5s. 


Of first interest was the action of the Liberty issues. 

When the present phase will change is only to be guessed 
at, and it is anybody’s guess when the present selling 
vill terminate. There was very indication that a major 
yrtion of the selling during the week was for corpora- 
yn account. This is explained by the need of working 
inds and the desire on the part of the corporations to 
irticipate in issues which are coming out with 
ttractive features in connection. 


new 


The Pennsylvania 10-year 7s appeared on the big board 
ist week, on a “when issued.” basis. The turnover for the 
rst day was good, and, as the week progressed, the 
trading was active on an upward trend. 


Noticeable among the rail issues were the Frisco bonds, 
particularly the income 6s, which had a substantial gain. 
In the traction section, Interborough 5s were in the fore- 
ground. The fact that this company is earning interest 
charges had much to do with the favorable attention 
given the bonds. 


Wall Street was much interested in the success of the 
Norfolk & Western 4-year 6% notes. These bonds were 
resold to yield better than 7%. Another sale which 
bankers expressed interest in was the issue of $10,000,000 
ten-year 7% bonds by Delaware & Hudson. Recent an- 
nouncements have it that these bonds have been sold. 


It is worthy of note that all of the recent issues by 
have remarkably well received by in- 
Apparently the absorption ability has changed 


been 


vestors. 


from what it was in 1919. Then it would not have been 


is easy a matter to put through financing for railroad 
mprovements and extensions. 


Investment bankers are remarking upon the fact that 
various bonds today are so far out of line in their rela- 
Just now the preference of buyers 
eem to favor bonds having a high coupon rate. 


For example, short term issues recently brought out 
high coupon rates have been absorbed very quickly. 
n the other hand, older issues, where the yield at cur- 
nt quotations is much higher, move much slower and 


nd less favor. 


Perhaps, in view of the general trend and the possi- 
ity of the older issues yielding from time to time to 
wer levels, reason for showing preference for 
At any rate, it is safe to say that 
ich attractive comparatively short term securities have 
t been offered to the investing public in years. At the 
me time, bond prices generally never were at levels 


there is 
e short term issues. 


more desirable for the man or woman 
o wishes to build income substantially. 


ere they were 


\ttention of investors should be given to railway equip- 
nt bonds, both These 
rm one of the most attractive, as to security and re- 
rn, of bond But two defaults have been re- 


rded in the history of this particular kind of financing. 


issued and those to be issued. 


issues. 





Seven Per Cent | 
First Mortgage Bonds 


Abundant security 
Responsible ownership 
Experienced management 
Proven earning capacity 
175 monthly maturities 
An unusual opportunity 


Ask for Circular 1069 














Peabody, Houghteling & Go. 


Established 1865 


10 South La Salle St., Chicago 


— r 











| 














OULD you invest in a Bond secured by the 

resources of large industrial Cities which 

have always met, promptly, the interest payments 
on their obligations, if that bond could be pur- 
chased at less than 1/10th of its pre-war value? 
number of 
Municipal Bonds which are selling in their 
respective home markets at or above par, but 
| 


E have prepared a list of a 


which, because of the decline in Exchange, can 
now be purchased from us at an enormous dis- 
count. 


E shall be pleased to send this list upon re- 


quest for Circular F.W. 


Morton Lachenbruch & Co. 
| 


42 Broad Street, New York 


Chicago Detroit Philadelphia 








Fittsburgh 








} 





| ALL FOREIGN : 
| CHECKS 
BONDS 








M 
Coes 
T 


R. A. SOICH & CO. 


10 Wall St., N. Y. Tel. Rector 5289-92 











George H. Burr & Co. 


Investment Securities 











| 120 Broadway New York 








CUBA CANE SUGAR DEB. 7s 
Circular on request. 
SUTRO BROS. & CO. 


120 Broadway Members 57 St. Francois St. 





New York New York Stock Exchange Montreal, Canada 





When writing advertisers. tell them you are a subscriber to The Financial World 


Si EIT OTT 


ean 


ane 


Oe he 


. 
i 
¢ 
; 


2h rere: 





16 


The Financial World 





I 








IMATE OTULLA SLU ENATOAUETAATRS TUE NOL EE EA 


Tex-la-homa Oil—Globe Oil’s ‘Successor’? Analyzed 


What the Figures Published by the Company Show—Improbable 
That Estimated Earnings Will Be Shown—Company’s Fiscal 
Agents Are Rather Inconsistent 


By N. CHARLES KAMPF 


la-homa Oil Corporation because the company does 
not give a balance sheet, from which it is possible to 
analyze the company. 

However, some interesting conclusions can be arrived 
at from the little data that is given. J. R. Sutherlin & Co., 
of Kansas City, Missouri, give as the resources of Tex-la- 
homa, $19,595,532. A little further in the pamphlet pub- 
lished by the aforementioned firm a list of the properties 
of this corporation are mentioned. This list gives the 
acreage, completed wells, oil runs, values of properties 
and so forth. The total value of the properties is placed 
at $18,159,175. This is one of the resources included in the 
$19,595,532. All the other assets which go to make up this 
latter amount are equal to $1,436,357. This includes cash, 
accounts receivable, deferred assets and so forth. We will 
not include good will, as we cannot say definitely whether 
the company included good will also. As machinery and 
equipment and the like are also included in the assets, 
totaling over $1,000,000, it can readily be seen that the to- 
tal amount of cash cannot be more than $600,000, if not 
less. The property account makes up the major portion 
of the assets, and an analysis of this would, indeed, prove 
to be illuminating. The valuation of $18,159,175 is placed 
upon 124,596 acres of land. Of this acreage the table here- 
with shows the total area NOT producing and the valua- 
tion placed upon it. 

This acreage, producing not one barrel of oil, is valued 
at almost $6,000,000 and is included in the value of the 
properties. As the company claims to have only 124,596 
acreage (approximate), the total of 122,096, deducted from 
this figure, would give but 2,500 acres where oil is being 
produced. It can therefore readily be seen that the 
2,500 acres remaining comprise the rest of the property, 
and this is valued at $12,219,175, or at almost $5,000 an acre. 
The preferred stock outstanding is equal to $8,458,000, 
while the common stock outstanding (226,845 shares) at 
$10, the price at which it is being sold, amounts to $2,268,- 
450. This brings the total stock capitalization to $10,726,- 
450. Tex-la-homa has assumed the Globe 7 per cent. 
notes, of which there are outstanding $1,350,000. Alto- 
gether this brings the entire capital up to $12,076,450. 
Granting that there are no outstanding liabilities a 
balance sheet would look something like this (according 
to the fiscal agents): 


I T is to some extent difficult to give an analysis of Tex- 


Assets. 

CD -ccccevscasersadapnds $18,159,175 
Wee  WOMONG ys oan <kcccacneas 1,436,357 
I oo Noon ue ae a ona $19,595,532 
Liabilities. 

PUP. Glebe Notes cicccindciceses $1,350,000 
Preferred Stock Outstanding.. 8,458,000 
Common Stock Outstanding... 2,268,450 
BND, Sckcciswnvecekencraeeeae 7,519,082 
NE 5: Snvaniicn dacs tubules $19,595,532 


As most of the assets lie in the properties, and we have 
pointed out that property valued at about $6,000,000 is 
unproductive, and therefore should be deducted, let us 
analyze the remaining $12,000,000 valuation on the 2,500 
acres left. 

All the producing property which, as the company 
claimed, contained 150 wells, showed for a month oil run, 
156,880 barrels. Per well, this showed about 1,046 barrels 


per month. Figuring 30 days to the month, this produc- 
tion showed about 35 barrels daily from each well. In 
October, according to figures published, the wells, when 
brought in, averaged about 1,000 barrels daily. If some 
of the wells showed this daily production, then others 
which were brought in before must have gone dry, while 
still others must be producing from 1 to 5 barrels daily, 
since the average production was but 35 barrels daily. 
From this it can be seen that the value of the producing 
property is far above what it should be, especially so if 
the average production is so low. 

Now, then, a word as to earnings. The company, 
through its fiscal agent, is inconsistent in its reports as 
to the estimated earnings for the year 1920. In its pamph- 
let its “probable earnings for 1920, based on drilling plans 
on proven leases,” are estimated at $6,543,064.20 gross, 
whereas, in a circular issued somewhat later, the earn- 








Unproductive Acreage 








Owner- Value of 

Prop. & Field Acreage ship Property 
Cee errr rare 76 all $500,000 
Me I, ives ovis can 1,960 41% 660,000 
a ere 640 all 1,000,000 
(eee 100 all 100,000 
i CERES, Bibc dtnieeiscice ani 320 all 400,000 
|e eee re ee 640 all 1,000,000 
Ae rere 40 all 75,000 
> Bee 2,820 all 250,000 
Cee, TR ike cawcces 16,000 all 1,400,000 
NO ree eee 1,500 all 40,000 
oS Se eee 3,000 50% 15,000 
MD, sb Rede eek ha xR wake 95,000 all 500,000 
122,096 $5,940,000 








ings are estimated at $4,549,223.70 gross. On this latter 
figure the company expects an expense of about $1,000,000, 
besides its obligations for the year, which are something 
above $2,000,000. This total expense amounts to about $3, 
000,000, which will give a balance of $1,549,224 for common 
stock dividends and so forth, according te the company 
But what about royalties, rents and so forth on the leases 
What about Federal taxes? None of these are figured 
in the so-called estimated earnings statement. Will they 
not eat the $1,500,000 and possibly more? But that is not 
the point. Let us figure out the earnings of the company. 

During the latter part of 1919 the company claimed a 
monthly production of about 156,000 barrels. Let us fig- 
ure the average price of this oil at $2.60 a barrel (the 
company showed an average price of $2.58 a barrel). The 
gross amount for the month would be 156,000 times $2.60, 
which equals $405,600. Giving the company the benefit 
that production would continue at the same rate (which i! 
would not), the yearly total would be $4,867,200. Figurin: 
expenses just as Tex-la-homa had figured them at about 
$1,000,000, their obligations for the year $2,076,950 one- 
eighth royalty in this instance amounting to $608,400, and 
Federal taxes, which we will approximate at $600,000, we 
have a total of expenditures of $4,285,350. Deducting this 
from the gross there is a balance of $581,850. Even this 
figure may be considered good. But let us go one step 
further. In the pamphlet it is stated that the compan) 
intends to drill 62 wells during the year of 1920. Very 

(Continued on page 31) 
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May 10, 1920 
piss New England Financial Situation 


By Our New England Correspondent 


In the recent wave of pessimism which overspread 
financial circles, securities on the local Stock Exchange 
suffered along with those in New York, although not to 
the same extent. Price recessions have not been partic- 
ilarly drastic, but many of the erstwhile favorities in the 
neculative eye have been largely neglected. 


Dire predictions of financial difficulties, and even “panic” 
which were rife in stock market circles a week or so ago, 
ire largely discredited. They never were taken too 
seriously, except by the timid and possibly those who 
were over-extended and took counsel of their fears. Yet 
uch rumors always place a wet blanket upon confidence. 


Money Position Tight. 


[The factor which lends color to recurring fears of seri- 
us financial trouble is the extreme tightness of money. 
Hopes for any material easing in this position have been 
argely dissipated. Superficially at least the call money 
situation in New York just now is a little improved, as 

manifested by lower renewal rates. 


But these periods of relative ease are short-lived, as 
also are the recurring flurries in call rates, a condition 
which suggests how thin the money market is and how 
susceptible to transitory influences. 


Time money remains firm as ever and the demand for 
funds persistent from commercial sources. There is prac- 
tically a flat 7% basis prevailing except possibly to large 
depositors. The going rate for commercial paper here 
s 7% for good names, and a little higher rate for others. 


New Wage Demands by Mill Workers. 


New England textile mills are definitely facing the 
prospect of having to grant substantial wage increases. 
\ wholesale walkout of weavers has occurred at New 
Bedford. The issue there primarily, however, arose from 
the refusal of loom-fixers to perform certain definite 
duties which they were orderd to do by the mills. 


There is evidently a sort of propaganda on foot to es- 
tablish soviet rule in these mills. 


But aside from this, the wage agreement between the 
mills and the workers in Fall River expires June 1 and 
ilready new wage demands have been presented to the 
mill owners and a portion of them will undoubtedly be 
granted. Whatever action is taken in all probability will 
be followed in other New England textile centers. 


American Woolen Co. 


In the face of the remarkable report of the American 
Voolen Co. for 1919, showing as it did a balance of nearly 
$45 per share earned for the $20,000,000 common, the an- 
nouncement of new financing by the company through 
ssuance of common and preferred stock, came as some- 
thing of a surprise to the Street. 


It should he pointed out, however, that a portion of these 
remarkable profits was attributable to appreciation in 
nventory and that, as cost of materials and the expense of 
doing business stand today, capital requirements of the 

ig woolen company are very great. 


Nevertheless the announcement of financing instead of 

stock dividend, of which there had been some ex- 
pectation, was not particularly relished by the Street as 
the decline in American Woolen stock bore adequate 
vitness. 


Waldorf System, Inc. 


Waldorf common stock is attracting some speculative 
ivor because of the increasing earnings of the company 
nd the belief that development of the business of this 
hain of lunch rooms will continue. Earnings for the 
rst quarter were at the annual rate of over $4 per share 
fter preferred dividends, and in March earnings were at 
e rate of $5.50 per share. Profits in recent weeks have 
ntinued to push forward and it is realized that on such 
basis a stock is selling relatively cheap. 
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? THE 


MARKET 
COMPASS 





Trading Sluggish; Tone Strong 


We are not as yet out of the woods. Bankers do not 
anticipate an immediate change in the money situation. 
Rates for the time being may be moderate. But it is re- 
peated that we are not yet out of the woods as far as the 
money situation is concerned. 


The week’s market was highly professional, fairly strong 
as to undertone, and sluggish as to trading. Some have 
described it as a market in which Wall Street has been 
buying and selling stocks to itself. 

There is an element of encouragement in the general 
condition of affairs, however. There does not seem to be 
any probability of a panic in May. Some have feared one; 
in fact have predicted one. But, as one commentator has 
it, panics shrivel when the stream of advertising is played 
on the financial mart. 


There were two days of somewhat well-spread-out up- 
turn. A feeling of optimism resulted. But such rallys 
must not be mistaken. One calls to mind the vagaries of 
the usual April. One leaves for business with relief when 
the morning breaks with sunshine. The old umbrella is 
left behind. But, before the day is done the clouds gather 
and the rain comes. 


In times like these, the stock market, always more or 
less whimsigal, outdoes itself. The rallys are like the 
appearance of sunshine between April showers. And 
those who leave discretion behind, are apt to be caught 
in the rain. 


Specialties were somewhat favored during the week, 
issues like Virginia-Carolina Chemical, Barrett, Atlantic 
Gulf, and Burns Brothers acted very well. Marine pre- 
ferred also came in for attention, and the oils showed a 
disposition to advance. 


The rails were firm and showed a strong disposition to 
improve. The low-priced issues like Rock Island, Pere 
Marquette and St. Paul are showing signs of apprecia- 
tion. 


Some stir was caused by reason of the demand of the 
Stock Exchange for statements from brokers regarding 
the position of Replogle on their books. The Street 
heard talk of a possible “corner.” Later it was stated 
that a clean bill of health was given. Following the 
statement, the stock gained considerably and there were 
evidences of accumulation. 


Going back to the “panic talk.” George M. Reynolds, 
president of the Continental and Commercial National 
Bank, has come out with a very optimistic statement. He 
ridicules the idea of a panic and declares there is no 
cause for alarm. 


“Moderation in our way of living, proverbial common 
sense in our thinking, and normal production are our 
fundamental means just now,” says this banker. 

It is interesting to note that April revealed an output 
of capital issues totaling $471,725,600. This was an in- 
crease from the amount in April, 1919, of more than 500%. 
It is felt that new financing will continue heavy for some 
time. But where is the capital to come from? 

It is interesting to refer here to the analysis of the 
financial news of the week which appears elsewhere in 
this issue. It will be seen that deflation is making some 
headway. But it also is seen that it is not progressing as 
rapidly or as thoroughly as it should, if we are to find 
appreciable improvement in the money situation in any 
short space of time. 
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Eighty Dollars 
On a Thousand 


It is possible for investors to secure this rate of return 
by investing their capital in the preferred stock of an 
established, prosperous industrial corporation with a 
long earning record. 


This is a condition for which high interest rates are 
entirely responsible—a situation which cannot always 
continue. 


Investors should take advantage of this unusual con- 
dition, for such an opportunity may not arise again 
for many years. 
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Lamont Issues Warning to China 


Negotiations for the Chinese Loan Reported Hampered 
by Repudiation of Bonds of the Hukuan Railway 
by Republic’s Government. 


Apparently the negotiations in connection with the 
roposed loan to China by the consortium of financial 
nterests representing the United States, Great Britain, 
rance and Japan are in a state of deadlock. At least, 
spatches from Peking convey that impression. 


According to news from the capital of the Chinese 
public, the government’s action in repudiating the 
rman issues of Hukuan Railway bond coupons will be 
serious obstacle to further loans to China. 


[Thomas W. Lamont, of J. P. Morgan & Co., who has 
en the principal figure in the negotiations on behalf of 
e consortium, it is said, has issued a warning to the 
hinese Government that it will have to recall its de- 
sion regarding the coupons or further financial assist- 
ce must be withheld. 


It is said that the Chinese cabinet is divided regarding 
e future course of the government. The bonds are 
earer” securities, and China has refused to honor the 
supons of those transferred after China’s entrance into 
e war, requiring proof of prior transfer before ac- 
owledging them. The development of the Hukuan 
iilway, it is understood, was one of the first considera- 
ns of the financial consortium. 


Mr. Lamont has departed for Tokio and has stated 


that, very shortly, he hopes to be able to announce that 


pan has withdrawn her reservations regarding Man- 
uria and Mongolia. 








oO 
TRANSCONTINENTAL OIL. 
Market paragraphers more or less friendly to Transcon- 
nental Oil see in a statement of earnings for the last 
ir months signs which should encourage the tired 
lders of this stock, now down to a heart breaking level. 
is figured they are at the rate of $1.80 per share per 
nnum but they do not stop to think that the major 
yrtion of these earnings came in one month and not 
rom its own production, but from the marketing and 
fining end of the business and from a refinery only 
cently acquired. A much more consistent showing 
ill have to be made to afford any reasonable assurance 
it this company has gotten out of the woods. 





——0O 


SUBMARINE BOAT. 


[he stock of Submarine Boat has not been attracting 
uch attention for the past few weeks, but there on 
e other hand have been no particularly unessential 
elling. It is felt that there are many favorable specula- 
tive features to this stock. The possibility of entrance 
to the foreign steamship traffic line is strongly hinted 
The underlying tone of the stock continues strong. 


——— 90 ——_ 


NEW YORK AIR BRAKE. 
One of the companies which is participating in the 
ipid improvement in the equipment field is New York 
ir Brake. March, in the point of sales, proved to be 
ne of the best months in the history of the company, 
cording to official statement. It is said that April will 
ake an even better showing. The company showed an 
perating deficit last year, but settlements on govern- 
ent contracts and interests wiped out the loss. It will 
remembered that in 1919 there was little or no de- 
ind for air brakes. Earnings for this year, it is stated, 
ymise to be large. 
——O 
BALDWIN LOCOMOTIVE. 
Baldwin displayed good rallying power during recov- 
es round midweek. The stock has been depressed to 
point where it seems able to be advanced for sub- 
intial gain. Baldwin’s business is extraordinarily good. 
irnings anticipated for the current year run well ahead 
those reported for 1919. 
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Choice 
Municipal Bonds 


Exempt from’ 
Federal Income Tax 


Connecticut 4s 

Massachusetts 344s and 4s 
Boston, Mass., 342, 4s and 4%s 
New Bedford, Mass., 5s and 5%s 
Minneapolis, Minn., 5s 

Kansas City, Mo., 4%s 
Cleveland, Ohio, 5s 

Toledo, Ohio, 414s 

Detroit, Mich., 4s 

Lorain, Ohio, 5s 

Tacoma, Wash., 5s 


Prices to Yield 
from 4, to 544% 


According to Maturities 
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In the cycle of finance and se- 
curity values there comes a pe- 


— riod when exceptional investment 
, ol bargains are obtainable. Usually 
Hindsight jn this interval, when the choos- 


ing is for the investor, the public 
looks backward instead of forward. Afterwards 
comes the regret. Then the common expression 
is heard, “If I only had had the courage of my con- 
victions, how much money I might have made!” 
The courage is usually lacking, while the convic- 
tion is always present, only it is submerged in 
timidity. 

What generally is heard when speaking of in- 
vestment is the exceptionally low price for Liberty 
bonds. But few look far enough ahead to realize 
that if there ever was a time to stock up on the 
highest grade of credit selling in the public mart 
at a bargain price, it is now, and not when the 
liquidation is over. Whether these securities will 
sell lower is a problem. They may and they may 
not. But, as to their solidity, there can never be 
a question, for if the credit of the U. S. Government 
ever comes into doubt then we will be face to face 
with financial chaos. 


Wisdom and foresight dictates the accumulation 
of these bonds by investors who can afford to wait 
for their profits. How many have it? What an 
advantage it is at the right time. Anselm Roths- 
child possessed it in the right degree, as was 
proved after the Battle of Waterloo, he had the 
courage and the faith to stake his all on the credit 
of the British Empire. His chance was no different 
than what confronts our own investors today, be- 
cause of the upheaval resulting from the world’s 
war. 





As the Reading decision went 


‘ . so should have gone the U. S. 
Prosecution * eg 

Versus Steel trust suit. Thus reasoned 

Persecution the Government’s Attorney Gen- 


eral and he immediately proceeded 
to petition the U. S. Supreme 
Court for a rehearing of the case. It is usually 
considered that, when the court of last resort passes 
upon a question of law, it ends the matter. But 
such consideration for the judgment of the highest 
court appears to hold no place in the opinion of 
the Attorney General. 


However, the Court itself, by its peremptory re- 
fusal of his request, made short shrift of his applica- 
tion. For once and for all the Steel Corporation 
case is closed and as long as it operates its business 
along its present line need not fear any further 
harrassment. In requesting a rehearing the At- 
torney General attempted to induce the Supreme 


Court to reverse itself—in other words to say today 
that it was wrong in the judgment it arrived at a 


few months ago. 





Reports from Chicago speak of 


Where employes in the building trade 

Is the gaining a victory in their demands 

» for increased wages. At the same 
Boomerang? time reference is made to a cur 


tailment of fifty per cent. in the 
amount of building activity. 


It does not require any great degree of intelli- 
gence to judge from these facts that such increases 
in wages are more of a snare and delusion to work- 
ers than they are a benefit. What does it profit a 
worker if he gets ten dollars a day, where formerly 
he received but five dollars, when his hours of em- 
ployment are cut in half. At the end of the week 
he has no more gain for his labor than he had be 
fore and, with every further shrinkage in activity 
in his industry, he gradually becomes worse off. 


Yet, this is exactly how the labor situation will 
work itself out until labor sees for itself that its 
salvation from the cost of high living is not in 
higher wages, which is but travelling in a vicious 
circle, but in increased productivity. 


In the building trade it stands to reason that the 
more it costs to erect a new house the higher is the 
rent the landlord must charge, for he is building 
homes to realize a profit on his investment. When 
builders realize they have no assurances for a con- 
tinuation of present high rentals they will be more 
wary in making additional expenditures in new 
ventures. This same rule holds good in all indus- 
trial lines. It is unchangeable. It may be offset by 
temporary disarrangement, but never permanently 
delayed in its operations. 


There is no application of the Sherman law to 
the Steel Corporation for the proof of restraint of 
trade and stifling competition is absolutely lacking. 
Such was not the case with Reading and its coal 
properties. For a market for coal these properties 
were entirely dependent upon the Reading Co. which 
held a firm grip on their transportation facilities. 


As we look over the whole steel industry such re- 
straint is entirely lacking. The big steel company 
has many rivals, who are carrying on a profitable 
business. What is more, the trade is marked by 2 
most friendly rivalry, so much so as to lead to the 
belief that, in this industry at least, there prevails 
a sort of an understood Golden Rule of live and let 
live—for the other fellow. 


This situation seems to work counter to the At 
torney General’s feeling since he wishes to turn 
a legitimate prosecution already terminated into 
persecution. 
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What seems to make a substan- 


A Long- tial increase in freight rates as- 
Deferred sured, when the Interstate Com- 
Remedy merce Commission takes up the 


question, is the established rate of 
net profits railroads are permitted 
to earn under the new transportation act. This is 
placed at 6%. A conservative estimate puts the 
value of the railroads at $20,000,000,000, a rather 
low figure, for railroad men assert the Government 
‘ould not replace the present transportation system 
for a sum anywhere near this figure. If this basis 
)f computation were accepted by the Commission it 
vould call for basic freight rates which would in- 
sure a net income of at least $1,200,000,000 per an- 
num. 


Here at least is a yard stick by which the Com- 
mission is able to measure future freight rates suf- 
icient to return a reasonable rate of profit on in- 
rested capital. It is already in possession of the 
facts regarding the average income of the roads in 
the three years before the war. It was approxi- 
nately $950,000,000, on average gross revenues of 
$3,800,000,000. A road in that period which was able 
o show a recovery for net income of twenty-five 
er cent. of its gross revenues was considered well 
managed and profitable. But the war changed all 
this. Under Federal control earning power was cut 
iore than forty per cent., operating costs swelled 
fast while wages alone jumped in the past few years 
more than $1,250,000,000. The net result of this 
shifting was a drop in the income available for divi- 


lends and bond interest to $516,000,000 in 1919. 


Between this established fact, a record which is 
n its possession from the actual returns filed with 
t, and a fixed profit established by an act of Con- 
eress its governing power, the Commission has no 
ther alternative but to meet the situation with such 
increases as will conform to the act 
{ brighter days for the railroads. 





an assurance 


Temporarily producing oil com- 
The panies benefit financially from the 
Oil shortage in production. It makes 
the price for oil go higher. But, 
to the oil companies, in the end 
there is a grave danger, for with 
the drying up of the oil fields they invite extinction 
inless new sources of supply are found. 


Shortage 


According to the Geological Survey of the De- 
partment of the Interior our own oil supply will 
not last another eighteen years, at the present rate 
f consumption. This is setting a short life on one 
f our most important industries. H. D. Frueauff 
‘f the Cities Service Co!, upon his return from Eu- 

ype called attention to the fact that she was petrol- 
cum poor and dependent upon our fields to make up 
er shortage. 

Here is a situation which should impell the most 
intensive search for new oil fields in order that a 
eserve supply can be marshalled together. Oil 
s a fuel and a motive force has found so many 
hannels of usefulness that it is no wonder our 
productive ability is so pressingly taxed. 








Long Term 
High Yield Bonds 


are favored by many investors. 
We offer Chicago Union Station 
642% Gold Bonds, due July 1, 1963, 
at a price to yield nearly 6.60%. 
Secured by a first mortgage on valuable 
terminal property used by the C. B. & 
Go. CM. &2B. P.. 6. c.. 2 St L..cne 


Pennsylvania Company, who guarantee 
principal and interest of the bonds. 
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Procter & Gamble Co. 
Indian Refining Co. 


WESTHEIMER & COMPANY 
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Kernels 
(Continued from page 7) 
Trade. 
Mercantile—Trade still in a halting condition. — 
Exports and imports for month of March as furnished by 
Department of Commerce shows material gain. + 
Mail Order Houses—Sears-Roebuck and Montgomery- 
Ward both report increase of sales for the month of 
April. + 
Equipment—Good purchases reported during the week. + 
Slowing up in buying power noticeable. Wanamakers 
announce a cut of 20% on $20,000,000 merchandise. — 
Freight congestion throughout country further impairs 
business. New York dry goods houses claim tie-up of 
suburban service has materially cut down their busi- 
ness, also building activity. — 
Bradstreet’s Index number reflects a decline in commodity 
prices from 208.69 on February 1 to 207.12 on April 1. + 


Bond Market. 
Bond sales for 1920 amount to 63,812,000, compared to 
68,553,000 in 1919, a decrease of 4,741,000. — 
Liberty Bonds—New low prices recorded. Forced liqui- 
dation apparent. — 


Labor. 

Samuel Gompers, president of the American Federation of 
Labor forecasts end to the labor unrest. 4 

Building—Increased wages in Chicago has cut building 
construction in half.— 

Textile Mills—Workers in the New Bedford numbering 
50,000 have walked out. Dissatisfaction threatens to 
shut up mills. — 


Foreign Conditions and Exchange. 

3ank of Belgium raises its discount rate from 4%% to 
514%. + 

Japan—Tokyo and Osaka Stock Exchange reopened for 
business on Tuesday. + 

Foreign quotations stronger. Sterling up to as high as 
$3.85, compared with $4.00 a year ago. German marks 
slightly stronger. + 


Agricultural. 
Crop conditions reported better in the West during the 
past week. + 
Political. 
Strike, political in character, in France paralyzes French 
shipping and effects import trade. — 


Money and Banking. 

Federal Reserve Bank—Chicago, San Francisco and Min- 
neapolis branches raise rediscount rates on Liberty 
Bonds from 54% to 6%. — 

Call Money—Ranges from 15% high to 6% low. Last 
year’s high 614% to 4%. — 

Time Money—Ranges from 9% to 8%. Last year’s aver- 
age 5%.— 

Commercial Paper—Averages around 7%. Last year’s 
average around 5%. — 

Bank Clearings—Show continued increase during week. + 

Monetary Metals—Gold steady. Silver prices down. + 

Federal Reserve Bank Statement—Rate of reserve 46.7% 
compared to 47.7%. — 


Legal. 

U. S. Supreme Court—Denies rehearing of U. S. Steel Cor- 
poration suit, also declares North Dakota stock tax un- 
constitutional. + 

Stock Market. 

Sales for week, 4,809,000 shares, compared with 7,192,000 
in 1919, a loss of 2,382,100. — 

Tendency irregular. Outside market —Reactionary. New 

low-prices recorded. — 
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It is necessary, as a rule, to assume a great risk in order 
to make large profits. But once in a while there can be 
found an opportunity to use one’s money where it is well 
secured and yet may share in substantial profits. 


For Instance: 


A Producing Oil Co. 


The preferred stock costs $10 per share and represents 
assets conservatively valued at $59 per share. 
It is paying 8% dividends. 


Each share carries 5 shares of Common Stock bonus. 
Each share Preferred is convertible into 20 shares Com- 
mon. 


This Common Stock is 25% of its par value bid in the 
open market, showing that its value is already recog- 
nized. 

The purchase of the Preferred, therefore, combines secur- 
ity of principal with the probability of large profits 
through ownership of the Common Stock. 


Particulars will be given on appli- 
cation and mention of this paper. 


‘AAS. { JONES & 
=. RAILROAD 'G 


CORPORATION BONDS 
20 BROAD StREET — NEW YORK 


Telephone: Rector 9140 Cable: ‘‘Orientment”’ 























Established 1893 


CLARENCE HODSON & CO. 


26 Cortlandt Street, New York 


Investment Securities 


Credit Finance Co. (Commercial Bankers) 
7% Gold Debenture Bonds with Bonus of 
Profit Sharing Certificates. Pays 1%% 
Quarterly. Ask for Circular C. 


Fair & Co., Inc. (Chain Jewelry Stores) 10% 
Preferred Stock participating up to 20%. 
Pays 2%2% Quarterly. Ask for Circular F. 
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Crewn! CHATHAM & PHENIX 
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NajioNAL Resources . . $150,000,000 
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Members New York Stock Exchange 


61 Broadway, New York 


Phone: Bowling Green 973@ 

















== 
American Light & Traction Co. 
Stocks 
MacQUOID & COADY 
Members New York Stoek HEeohange 
Wall St. Telephone: Rector 9970 New York 








120 Broadway, N. Y. 


McBee, Jones & Co. 


Investment Securities 








Tel. 2525 Rector 





When writing advertisers, tell them you are a subscriber to The Financial World 


iT 
' 

















| 





ih 


fork 











May 10, 1920 


bet ere 


TA TS et SH" 
RENEE _ 





Attention was drawn in this column in the last issue 
of The Financial World to the favorable position of the 
rail stocks. The attitude then indicated was substan- 
tiated last week, in the face of conditions which occa- 
sioned many serious declines in other portions of the 
list. 

\s has been here stated on many occasions, the per- 

rmance of the rails, in the light of the decidedly im- 
proved attitude of the powers that be in Washington, 
has been disappointing. The so-called low-priced issues, 
for example, are at prices which, if there is any possible 
ustification in attempting to interpret the signs at all, 
should prove attractive and should enable the buyer to 


\btain a handsome profit. 


With the increase of investment interest in the rails, 
n all probability a few of these low-priced issues, like 
the Rock Island and New Haven, should take premier 
position, along with higher grade, so-called, issues like 
Southern Pacific and Atchison. 

The fact of the matter is, the rails, almost any of them, 
;ccupy a much stronger position than the major portion 

the industrials, unless it might be the seasoned, im- 
proving peace stocks like farm and railroad equipments, 

od stocks and the like. 


ATCHISON. 

In a year when small changes in net operating income 
vere the rule, Atchison, according to its annual report 
just issued, was able to increase its net fcr 1919 from 
$28,348,433 to $43,098,658 
f more than 50 per cent. The balance for the year avail- 
ible for dividends on the common stock was equal to 
16.55 per cent. In the previous year the percentage was 
11.88, and, in the year which showed the best previous 
earnings, it was 15.02. Under the application of the new 
transportation act, the road should be able to earn fixed 
charges 3.08 times, should earn 23.95 for the 5% pre- 
ferred and 10.56% for the common. 


This was equivalent to a gain 


CANADIAN PACIFIC. 


Monthly net earnings of Canadian Pacific, for the first 
time since October, 1919, in March were reported at levels 
above those of a year ago. In March this year the com- 
pany’s net was an increase of better than 27% over those 
of a year ago in March. A very satisfactory feature in 
connection with the improvement, is the fact that it was 
entirely the result of additional business. The stock 
seems to be in a position which should be attractive to 
investors. 


LEHIGH VALLEY. 


The common stock of Lehigh Valley earned in 1919 
about $1.34 short of the earnings of the preceding year. 
However, in the light of the liberality regarding earnings 
under the provisions of the Transportation Act of 1920, 
this road should be able ‘to earn its fixed charges 1.97 
times; should earn $10 for the preferred and 12.44% for 


1 


the common. 


SOUTHERN PACIFIC. 

With the improvement in rails, Southern Pacific stepped 
nto the front ranks for gains. There always is strong 
ossibilities in connection with this stock, because of the 
peculative features in oil land holdings, and then there 

the fact that, under the application of new rate con- 
truction, the road should be able to earn its fixed 
harges 2.10 times and show better better than 10% on 
the common. 
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Habirshaw Electric 
Cable Company 


Factories at Yonkers, New York 
and Bridgeport, Conn. 


Executive Offices at New York City 
% First Preferred Stock 


Largest independent manufacturers of insulated wires 
and cables in the United States. 


Present earnings at the rate of over six times 
annual dividend requirements. 


Especially recommended as a sound investment. 
’rice, Par $100 Per Share 
Dividends Quarterly 

To Net 8% 
Write me to-day for Special Circular 


Thomas C. Perkins 


Specialist for eighteen years on the best dividend- 
New England and New York State industrial stocks. 


36 Pearl Street, Hartford, Conn. 
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GERMAN GOVERNMENT 
STATE AND CITY BONDS 
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Ryan, Grier & Hastings 
MEMBERS MONTREAL STOCK EXCHANGE 
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Hoard in Wall Mroct 


Dy the Saunterer- 


There are two extremely wealthy men in Wall Street 
about whose activities very little is ever heard, but they 
occupy important niches in the world of finance. One 
of them is a remarkably old man, in fact Wall Street’s 
Nestor in the World of Money. He is John A. Stewart, 
who is in his 98th year, but at that ripe old age is in pos- 
session of all his faculties and is able to attend, thrice 
weekly, the meetings of the Board of the U. S. Trust Co., 
in Wall Street. Mr. Stewart is one of the few Wall Street 
men alive today who was at mature age during the Civil 
War and who was in at the inception of the growth of 
the modest banks of that period into the great and pow- 
erful institutions they are today. Mr. Stewart is a man 
easily worth $75,000,000 and some authorities on the great 
fortunes of America believe he could command $100,000,- 
000. The U.S. Trust Co., whose meetings Mr. Stewart, de- 
spite his age, attends faithfully, pays 50 per cent. per 
annum on its capital and the stock is quoted in the mar- 
ket around $850 to $900 a share. 


. * * 


The other man of wealth in Wall Street above referred 
to, who has not attracted the attention or curiosity his 
large wealth should entitle him to is Payne Whitney, son 
of the late W. C. Whitney, and grandson of the late Oliver 
H. Payne, one of John D. Rockefeller’s staunch associates 
in the oil trade. W. C. Whitney married a daughter of 
Oliver H. Payne, but after the death of the first Mrs. 
Whitney, Mr. Whitney married again, an alliance which 
seemed to have somewhat displeased Mr. Whitney’s for- 
mer father-in-law. Payne Whitney sided with his grand- 
father and inherited a vast amount of the Payne fortune 
as his reward, the other son of William C. Whitney, 
Harry, not faring so well as his brother. Payne Whit- 
ney is no banker, but the Payne fortune, started in oil, is 
now associated with half a dozen other great basic indus- 
tries and Payne Whitney is a man who probably is 
worth from $50,000,000 to $75,000,000, although he is still 
a comparatively young man. He has never aspired to 
leadership in Wall Street affairs, however, and is seem- 
ingly content to manage his great fortune and enjoy it 
without taking part in any of the great financial deals in 
the Wall Street district which engage the attention of 
most wealthy men of his age. 


+ * * 


Stock market operators in Wall Street who have a good 
deal to do with market movements, are looking to the 
National Conventions to furnish the basic reasons for a 
big bull movement in stocks. Despite denials, it is known 
that some of the most powerful banking interests in the 
Street are taking an active interest in certain candidates 
and opposing others whom they would prefer to see de- 
feated for the post of national honor at Washington. 
The financial interests are not wedded to any one man 
and there are perhaps three or four active Republican 
candidates, any one of whom would be satisfactory as 
President. All the money interests want is assurance that 
the man elected is a “safe” man and free from the taint 
of radicalism, and at the same time friendly to large cor- 
porate wealth. They realize that the next four years will 
be fraught with great possibilities for and against great 
wealth and corporate power, and they do not want any 
radicals in the White House. Mr. Hiram Johnson, of 
California, is not liked by Wall Street monied interests, 
and that is one reason why Philander C. Knox, U. S. 
Senator from Pennsylvania, has been trotted out. 
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Oklahoma Farm Mortgages Offer Possibilities 


Preferred Income Producing Securities Which Improve With 





Age 


Average Value Per Acre in Oklahoma Above That of the 


General Average in the United States 


By F. H. 


passed through the then known Indian Territory 

without seeing anything but a vast expanse of fertile 
yrairie, with the significant sign “Verboten” held up be- 
fore the white settler. 

In the spring of 1889 a part of this southwestern em- 
pire was opened to settlement and the present State of 
Oklahoma was born. A little more than three decades 
1ave passed, and the evolution of Oklahoma, as regards 
ts agricultural development, reads like a fairy tale. 

Unlike many Northern states, Oklahoma is not a one- 
rop country, for diversified farming has always been 
the rule, and it is here only that one sees corn and cotton 
grow abundantly side by side. 

As an attractive field for farm mortgages, Oklahoma 
1as always been looked upon with special favor by the 
large life insurance companies, financial institutions and 
discriminating private investors, who find in the record 
f crop conditions of this favored state the greatest pro- 
tection in their investments. Today nearly all the lead- 
ng life insurance companies eagerly place a portion of 
their surplus in Oklahoma farm loans, with the result 
that the demand for these prime securities is threatening 


I seems but just a few years ago when the traveler 


» exceed the supply. 

And why this preference? The crop reports tell the 
tale and form most interesting reading. In analyzing 
the December Crop Bulletin covering farm products for 
1919, there are some very interesting comparisons. 

The Crop Bulletin gives Oklahoma’s value per acre for 
field crops in comparison to the states that lead in pro- 
juction of the respective crops, and in comparison with 
the average for the whole United States, as follows: 


Value per acre Average 

in state Value per value per 

of greatest acre in acre in 

Crops. production. Oklahoma. U. 8. 
Corn—Iowa ....... .. $49.92 $30.48 $38.54 
Wheat—Kansas ...... 27.95 28.70 27.63 
ee 22.14 23.10 21.12 
Barley—California .... 2 ee 36.60 27.01 
Rye—North Dakota ............ 9.68 21.00 16.85 
‘otatoes—New York .......... 158.05 164.00 143.93 

Sweet potatoes—Alabama...... 106.22 216.00 134.19 
Hay (tame)—New York........ 30.75 33.22 32.65 
Grain sorghum—Texas ........ 36.30 34.50 33.41 
TE MOO an a oo bein ok 6x rce.v'e ees 29.28 29.83 
Sorghum syrup—Alabama.... 86.45 90.48 92.77 
‘eanuts—Alabama .......... . 39.24 88.64 63.80 

Cotton lint—Texas ............ 45.50 66.88 58.78 





*Oklahoma produced more broom corn than all other states com- 
ned. The total broom corn production for the United States was 
100 tons Oklahoma produced 26,900 tons. 


The following table shows further that for each of 
nine crops Oklahoma's acre income from the crop exceeds 
hat of the state which leads in total production of the 
rop, as follows: 


a ee ee Te $0.75 
DE Akisoubinnts bike hace nia htidits .96 
Ee ee ; a 11.32 
POURIOES. o.cco0% 5.95 
Sweet potatoes ... ... 109.78 
Hay (tame) ..... tcc. | 
Sorghum syrups ... : 4.03 
IE cadinietws veces nee 49.40 
a Pe Pr ee ee eee 21.38 


These figures are very significant when land prices are 
nalyzed, for, according to the crop report for March, 
919, the average prices per acre for land in Oklahoma, 
h the United States and in the state where land is highest 
re given as follows: 


ERTEL 

InIlowa. InOkla. InUSS. 
Good plow lands. $196.00 $51.00 $91.83 
Poor plow lands - 129.00 24.00 51.25 
All plow lands....... - 169.00 38.00 74.31 


The average acre of plow land in Oklahoma is priced 
at $38; the average in the United State is $74.31, or twice 
that of Oklahoma. Yet Oklahoma farmers received $3.65 
per acre more for their twelve leading field crops in 
1919 than the average of the United States on these same 
crops. These figures are significant in another way— 
neither commer@al fertikizer nor manure nor fertilizer of 
any nature is used to any extent in Oklahoma. 

Oklahoma is just about the same size of Missouri. The 
borders of the two states touch; they grow to a great 
extent the same crops. Missouri is 100 years old; Okla- 
homa is 30 years old. Missouri’s average plow land is 
priced at $72, Oklahoma’s at $38. The acre value of 
Oklahoma’s twelve leading field crops exceeds the acre 
value of Missouri’s twelve leading field crops by $7.38. 
Oklahoma exceeds Missouri in the acre value of oats 
$3.93; wheat, 48 cents; rye, $3; hay, $6.90; potatoes, $26; 
sweet potatoes, $21.52. Missouri ranked eighth in value 
of all crops; Oklahoma ranked tenth. 

Besides producing $522,565,000 in agricultural products, 
the Crop Bulletin for February, 1919 places the value of 
live stock on farms in Oklahoma at $214,181,000. The Okla- 
homa State Board of Agriculture estimates that butter 
fats brought $13,000,000; eggs, $34,000,000, and poultry, 
$9,000,000. 

As a comparison, note the following table, showing 
1919 crop figures as compared with 1907: 





1919, 1907. 
eee $94,488,000 $49,837,000 
Wheat , 107,912,000 7,164,000 
i ae 34,650,000 3,009,000 
Cotton «.... 188,873,000 54,948,000 

Totals $425,923,000 $114,958,000 
Horses a 61,752,000 54,312,000 
ES eae 31,680,000 16,128,000 
Milk cows 38,148,000 8,788,000 
Other cattle 63,825,000 29,024,000 
ere 1,475,000 282,000 
WU pwn aads 17,301,000 8,464,000 


When Oklahoma’s wonderful crop production for 1919 
is compared with other states in the way of investment— 
and by this is meant the value of the farm—it not only 
speaks of the wonderful possibilities of Oklahoma, but 
also of the progressiveness of its farmers, for Oklahoma 
ranks thirty-ninth in acre price of average plow land and 
yet it ranks tenth in price of total agricultural production. 

Crops in Oklahome, it can be safely asserted, are also 
produced at a smaller cost than in the average Northern 
state, because climatic conditions permit the use of equip- 
ment and labor throughout the entire year. 

The above figures show what thirty years of develop- 
ment have accomplished in the great Southwest and why 
Oklahoma farm mortgages are just regarded as securities 
backed by the amplest collateral on earth. There has 
been no land boom in Oklahoma, and hence values of 
land are relatively low, but steadily enhancing. The 
farmer is prosperous; his future stands assured. 

The facts above set forth should convince the investor 
that Oklahoma farm mortgages present preferred income 
producing securities which are certain to improve with 
age, if such be possible. 
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26 
Henry L. Doherty 


(Continued from page 5) 
“People will use less current, and that means shrinkage 
of earnings, and, goodness knows, we need all we can 
get.” 
Mr. Doherty was not alarmed. After giving some 
thought to the subject, he called his executives together 
and communicated his conclusions. 


He impressed upon them the fact that the main idea 
of the company Instead of being 
alarmed because of a possible falling off in sale of watts, 
he told them to send the company’s experts out to study 
their customer’s lighting problems and show them how 


was to sell service. 


to improve their systems. 
Service, therefore, is the main idea. 
* * * 


In one of the monthly magazines there was an editorial 
in which the following statement was made: 

“No successful system can be built upon collective in- 
competence and mediocrity.” 


Henry L. Doherty realizes the truth of that assertion. 
He is a worker himself, and he has no respect for the 
sort of man who goes about his work accepting duties 
as a child swallows a spring tonic. In fact, he has said 
that his idea of a real aristocrat is the man who is a 
master workman, no matter what kind of job he’ works at. 


The Doherty organization, for example, has a corps of 
trained geologists. These men are the ones who have 
passed on the 4,000,000 acres of reserve oil lands of Cities 
Service. They passed on the 50,000 of producing acreage 
which earned last year more than $15,000,000 gross—a net 
of 39.09 per cent. on the average common stock outstand- 
ing. In 1911 the percentage was only 8.3 and in 1915 it 
was 15.27 per cent. 


Yes; in the language of the day, Cities Service is “some 
monument.” 
* . * 


Occasionally some one expresses a sort of uneasiness 
because such a large portion of the earnings of Cities 
Service is made up of profits from oil. I mentioned the 
fact to an official of the company. He received the intel- 
ligence with a smile. 


“The greatest oil producing company in the world has 
been doing business on a rather large scale for a number 
of years without showing any indications, as yet, of 
senile decay or premature sterility,” he remarked. 


Then he drew attention. to the fact that, even though 
Cities Service is producing more refinable oil than any 
other independent producer, it still is in its infancy. Fifty 
thousand acres of producing land is but a small fraction 
of what may be developed in a reserve of*4,000,000 acres. 


But, supposing that, for a time at least, the oil produc- 
tion of the company should fall off—say a few years 
hence. It must not be forgotten that, in the event of 
such a thing happening, the company will have its utilities 
to tall back on. 

* * * 


Henry L. Doherty has the appearance of a dreamer 
a man who takes life seriously and who might prefer de- 
tachment to close and intimate association with the every- 
day side of life. I learn that he does enjoy working by 
himself. He likes to delve into causes. He is happy in 
the possession of the faculty of introspection. That is 
why he can lay such a sure foundation for his foresight. 


But, above all, he is not like the ’cello player in an 
orchestra, content to fill out the harmonies—content to 
devote hours and days and years to preparation in order 
that he may come into the symphony just once in a while. 
On the contrary, his one ambition is to carry the tune 
just a little farther than the others. 


That is why he is the possessor of a gold medal awarded 
by the American Gas Light Association in recognition of 
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his services to the industry. It accounts for the fact that 
many of his methods are taken as models by so many 
similar organizations; why his patented devices in service 
and appliances have become standards. 





Then, too, he finds time to be a philosopher—a business 
philosopher. He also has formed for himself and his 
organization certain simple rules. For example, his con 
ception of business practice is illustrated by the 
fact that not a dollar of capital raised during the ten 
years of the life of Cities Service has ever found its way 
into the coffers of the Henry L. Doherty Company in 
the shape of a rake-off. The Doherty organization took 
its commissions in common stock. It remained for the 
company to make that stock valuable before Doherty & 
Co. could realize anything. 


Another example of the practice of plain business hon- 
esty, as he sees it, is the capitalization of Cities Service. 
The total is less than $3 for every dollar of gross annual 
business. To apprecjate the worth of this, one has but 
to reflect that the average utility company is capitalized 
for from $5 to $15 for every dollar of gross annual reve- 
nues. 

*>_ * * 

One great weakness of many corporations is the value 
which is placed upon plant and equipment. There is 
mighty interesting reading in the balance sheet of a cor- 
poration. A company may place a vastly inflated value 
upon good will. Another may squander money on the 
acquisition of properties and equipment. 


In my study of Cities Service I discovered this inter- 
esting fact. I found that had Cities Service written down 
plant account at a total in comparison with or on the 
basis of the prices paid by others for lands adjoining its 
own, the amount would have stood at some $300,000,000— 
just double total present capitalization. 


In other words, had Mr. Doherty wished, he could have 
entered the company’s lands to compare with prices other 
people paid for theirs and then issued stock for the dif- 
ference. One big company, I might say, paid no less than 
$1,000,000 for 160 acres near the land owned by Cities 
Service which cost a small fraction of that amount. 


oe « 


Yes, in the final analysis the real value of a great insti- 
tution is measured by the single man who is its life- 
giver. A man incurs a debt; he gives his written obliga- 
tion for it. He is rated high and possesses ample re- 
sources and ability to discharge the debt at maturity. 


But the real test is—What kind of man is he? 


“I often think of how much more the advantages and 
economies of big business have given to the public than 
it has received for itself in profits,’ says Mr. Doherty 
“Big business is the greatest philanthropist in the world.” 


Article 2 of this series will recite the history 
of the organization of Cities Service and pre- 
sent a comprehensive picture of the corporate 
structure. 


———O 


SOME ATTRACTIVE SUGGESTIONS. 


Frequent requests are made for suggestions of what 
seem to be attractive purchases in the present market 
In order that our readers all may profit by such advice a 
we may have to offer in this connection, we set forth 
number of suggested rail purchases as the most desirable 
in the present condition of the stock market. These are: 
Rocks Island pfd. “B,” paying $6, and yielding at present 
price better than 9.50%; Rock Island pfd. “A” paying $7, 
yielding about 9.86%; Mo. Pac. pfd. yielding at present 
price about 12.82%; C. & O. paying $4, shows yield of 7.82; 
Union Pacific, pays $10, yields 8.62; St. Paul pfd pays $7 
(dividend not passed but deferred and may be declared 
at any time) yields 14.28; Colorado & Southern Ist pfd. 
pays $4 and yields 8% and the second pfd. paying $4 yields 
about 9.30%. These suggestions indicate the yields set 





forth at present prices. 
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Equipment 
(Continued from page 6) 


estimates as to how much the actual amount will be, but 
t is not necessary to trouble the reader with figures. It 
s sufficient to note that roads like Central, Virginian and 
Canadian Pacific have had to pay close to 7 per cent. for 
funds to finance their equipment needs. 


The amount of equipments that investors will be called 
upon to take until the railroads satisfy their equipment 
requirements will be extraordinarily large, and the ex- 
tensive supplies will probably tend to depress prices quite 
regardless of how the level of interest rates fluctuates. 
Of course such a condition would last only so long as 
the bonds are not completely digested by investors. When 
this comes about, the prices of equipment obligation 
should move with the rest of the high-grade issues. 


At any rate the prices of equipment bonds have de- 
clined to a point where a 6.50 to 7.00 per cent. yield on 
some of the first rate issues is obtainable without dif- 
ficulty. The rates of yield may increase for the reasons 
stated above, but still the investor should not lose sight 
f the fact that he can secure a return on his money if 
invested in equipment bonds such as he could never 
obtain previously, and he has the safest security obtain- 
ible in the railroad field. Why worry then about any 
possible market depreciation, which is very likely to be 
quite small, and for the most part is quite certain to be 
nly temporary. The investor who is suffering heavy 
depreciation in the market values of the equipment obli- 
gations that he holds had best stay by them and buy some 

the high-yielding issues so as to increase his average 
vield and to be in a position to benefit from appreciation 
n the value of equipments as a group. 


A Number of Attractive Issues. 
lhe table herewith presents a number of issues at- 
ractive at prevailing market figures. As the maturities 
re varied, a statement of the prices actually to be paid 
not practicable, hence the yield basis is used in quoting 
quipments. Both the bid and asked figures are given. 
Those under the bid column indicate that the purchaser 
vill buy any of the maturities of the particular issue at 
rices that will yield the rates shown, and those under 
e asked column that the seller will let any of the series 


a particular issue go to prices that will return the 
tated rates of yields 
There is little to add regarding each issue. They are 


ll very safe; yield large rates of return considering the 
excellent security. Their marketability while not so good 
1s that of the actively traded in listed bonds, is quite 
itisfactory, a number of very prominent houses special- 
zing in the trading of this type of security. 
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Stock Switches Which Should Prove to Advantage 


Some Suggestions for Exchanging Stocks for Others Which Give 





a Larger Income 


Some Issues Are Now in the Bargain 


Counter—Good Possibilities 


By ARNOLD BENNETT PENDLETON 


that stocks which they hold give a smaller yield 

than others which seemingly have quite as good a 
chance of maintaining the yield as the shares they have 
and yet they hesitate to sell the one and buy the other, 
not knowing but that they might be getting into a stock 
with greater risk. The present article is intended to 
point out exchanges of stock that may be made without 
incurring any additional risk and yet at the same time 
increase the income yield on the investment. 

Take American Hide and Leather common stock. It 
sells around $20 a share and has never paid any dividend 
and in the judgment of the writer will not pay anything in 
years. Many people have seen it get up around $50 a 
share and yet have not sold out, cherishing the hope, 
which was fostered by the insiders, that a substantial 
dividend was coming soon and possibly some right to 
subscribe to new stock that would be of value. All these 
hopes have been dashed and now that the period of war 
profits is fading away the situation looks more hopeless 
than ever. It would be well to dispose of this stock and 
put the proceeds in St. Joseph Lead, which sells around 
$16 a share and at that price pays about 6.25 per cent. on 
the investment. 

As one and one-quarter shares of St. Joseph Lead may 
be bought with the proceeds of the Hide & Leather com- 
mon, the shift gives a very substantial return on the in- 
vestment, where none was to be had before. “The Lead 
shares, it is true, are speculative, but the company is a 
good one and is earning the dividend about one and one- 
half times, according to current reports. The company 
operates in the rich lead district of Missouri and has 
been a big money maker and has a good management. 

Ontario Silver is a mine with a past. Its glory has de- 
parted and there are few authorities in the silver indus- 
try sufficiently confident of the future of this company 
to predict that it will ever pay dividends again, at least 
for any length of time. The time to have done so was 
this last few years when silver metal rose to tremendous 
levels and gave every encouragement for the reopening of 
this mine on a large scale. This was not done. The stock 
sells around $7.50 to $8 a share and should be sold and re- 
placed with either Oklahoma Producing & Refining Co., 
at $4%4 a share and paying the equivalent of 8.88 per cent. 
With the proceeds of 100 shares of Ontario Silver, a pur- 
chase of enough shares of Oklahoma Producing & Refin- 
ing Co. can be made so as to bring the income on the 
money up to more than 10 per cent. Another good sub- 
stitute for the Silver shares is the very substantial com- 
mon stock of Cosden & Co., selling around $8 a share 
and paying 50c. a share per annum and occasionally an 
extra dividend in stock. Cosden’s earnings are reported 
to be running at the rate of 25 to 30 per cent. per annum 
on $5 par. 

American Locomotive Co. common, selling around $98 
a share and giving a yield of only 6.12% at that price, 
could be to advantage sold and exchanged for Allis Chal- 
mers preferred 7 per cent. stock, selling around 75. This 
is a substitution for a highly speculative stock, which is 
selling altogether out of line with the outlook and earn- 
ings of the company, of a semi-investment stock of high 
class, with smaller risk and giving a yield of better than 
9.33 per cent. This change is strongly recommended. 


GS tat toe holders are often puzzled by observing 


The recent rise in the sugar shares, in the writer's 
judgment, has overdiscounted the expected large profits in 
the sugar trade. The American Sugar Refining Co. com- 
mon at 128 should be sold, as it yields only a little better 
than 6 per cent. at that price. American Car & Foundry 
Common 12 per cent. stock at 130 should replace it or 
U. S. Rubber first preferred 8 per cent. stock, giving a 
yield of about 9.20 per cent. and 7.40 per cent. respectively 
Any holder of American Beet Sugar common would also 
do well to await a six to ten point reaction in the shares 
before repurchasing, or buying California Petroleum 7 
per cent. preferred, around 66, at which price the yield is 
above 10 per cent. as against 7.87 per cent. on the sugar 
shares. Year in and year out California Petroleum pre 
ferred will, in the writer’s judgment, stand up quite as 
well in earnings and market as the less productive suga: 
stock. 

The writer has a theory, based on a study of the stock 
market conditions of the last year, that the pools in stocks 
like American Woolen, Baldwin Locomotive, Mexican 
Petroleum, Crucible Steel, Studebaker, General Motors, 
etc., have been able to distribute large blocks of their 
holdings in the bull movement which began in early Feb- 
ruary, and that they have either taken profits sufficiently 
tempting to induce them to withdraw from the market, or 
have quit because the market’s demand is not sufficiently 
strong to make it any worth while further to continue 
the campaign. We, therefore, suggest that whoever of 
The Financial World’s readers have profits in any of 
these stocks should sell them and stay out of the market 
entirely to await the time when these shares shall sell at 
materially lower levels so they may get them back again 
at deflated prices, or put the profits and proceeds into 
the short term Victory Notes, bearing 434 per cent., and 
giving at present prices a yield of 5 per cent. on a straight 
investment basis. 

Should the stocks referred to have a substantial break, 
the Victory Notes may then be sold and the speculative 
stocks bought again. It is best, however, to regard these 
pooled stocks as having had their best speculative move- 
ments and to keep away from them for several months at 
least. The stock dividend stimulant, which occasioned 
the big movement in these stocks, is already beginning 
to lose its force as a market factor, as witness the sharp 
decline in American Tobacco Securities, after the an- 
nouncement of the 75 per cent. stock dividend on the 
American Tobacco Co. stock and in International Motor 
Truck common, which is over 45 points below the pric: 
at which the stock sold when the 100 per cent. dividend 
was made known. 

Chandler Motor, paying 6.88 per cent. around present 
prices, is too high at 145. It could be sold to advantage 
and Studebaker 7 per cent. preferred substituted. This is 
suggested only to those who bought Chandler for a specu- 
lative advance, as the Chandler Co. is one of the biggest 
earners in the motor field and will undoubtedly mak: 
good its present comparatively high price in the long rut 

Royal Dutch at 116 and paying about 4% per cent. at that 
price has discounted the much heralded sale of new stoc! 
with “rights.” Profits should be taken and the proceeds 
put into some high class preferred stocks and kept there 
until Royal Dutch reacts to the vicinity of 100. 

(Continued on page 34) 
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AMERICAN WOOLEN. Specialists in the local securities of 
Rumors encouraged by the bears, which received fur- Northeastern Pennsylvania and South- 
ere accentuation from the strike of the textile workers, ern New York State. 


layed hobs with American Woolen when the stock mar- 
et was weakest. So, in face of a strong financial condi- 
yn as was revealed in the annual report, the stock was SCRANTON PA. 
riven down to the lowest point it has reached this year. ’ 

t is not surprising to hear the story that the company Mears Building 
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would rather shut down its plant than submit to further WILKES-BARRE, PA. 
iction from the workers which burdens considering acs: Sank Datiiies 
he present condition in the textile trade could not be " 
orne and produce profits. Ultimately there is a limit to NEW YORK 
which wages can ascend and in the woolen business it has 10 Wall Street i, 

















been reached. 
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CALIFORNIA PETROLEUM. } 


































































































Market position of this stock has been improving in 
the past few weeks. Coincident is the report that there Secured Notes 
a possibility of the company beginning dividends on D 1922 
the common stock shortly, as the release of funds now in ~~ — 
escrow, which will be possible under the provisions of the 8.257% Basis 
land leasing bill, is looked for. Earnings are said to be Mortgage security 6 to 1. Earnings 5 times 
at a rate which will justify such a policy on the part of Note Interest. Public Utility Company of 
the directors of the company. good record, serving important city without 

competition. Notes are a thoroughly attrac- i 
: tive investment. i 

CHINO COPPER. 
; Circular on request. 

One of the most attractive of the lower priced coppers ° 
is Chino. There are no bonds and no preferred stock and H. D. Robbins & Co. 
the common is regarded as in good position to sustain ap- 61 BROADWAY ; NEW YORK 
: preciation. The company is a cheap producer, and, as its 
. price is far below the record for former years, a return TOLEDO, OHIO= — 
, to full improvement in the coppers generally should be 
f beneficial to Chino. At the close of last year the Secor, Bell & Beckwith ‘a 
f company had a surplus of about $17 a share. Members New York Stock Exchange 1g 
t We invite your inquiry on 
t INTERNATIONAL HARVESTER. LIBBEY-OWENS SHEET GLASS, COM. & PFD. 
} ; OWENS BOTTLE PREFERRED 
° Through the blue mist a bright spot looms up in Inter- And All Leeal Securities 
0 national Harvester. The directors of that company have Circular on request 
d completed writing off apparent war losses represented an Address Dept. “FW-33” 
it by large investments in Russia and in Germany, entered ZARDNER BLDG. TOLEDO 
on its books before the war at over $45,000,000. Notwith- — 

k, standing this loss it was not at the expense of the cor- : 
ve poration’s earning power. Last year’s net profits were ms M. B on Ci 
se equal to $10.05 per share contrasted with $13.45 in 1918. ” - yi neé 0. | 
e- From time to time when the foreign situation adjusts it- Mombore New York Stock Esehange 
at self the company’s foreign investment, which possesses 6 Breatiws snpnene: Seung Gress Gan7 N York 
ed i substantial value, will be figured on largely in the y ew 10F 
ng speculation in the stock. In the meanwhile the stock — 
rp holds strong in a poor market, which also is in its favor. Why on your Savings when you can invest in interest-bear- \\ a 
n : 

° SIX PER CENT. j 
he MAXWELL MOTORS. Satisfied —issued by « strong. progressive, conservatively con- ' | 
oF ae i 
sa \ sharp break in the price of Maxwell Motors came With Write page nig a 
al ist week as a result of the extension of the assent time 3% Farmers and Merchants State Bank 

n connection with the proposed merger of Maxwell and 7 SACO, MONTANA q 
ialmers. Certificates of deposit dropped 12 points in a i i 
ent ° , 
1ort int 1 after tl ment was made. The . eye ; 
ge Baa. eats Riser ave sana ager Uremic eee Public Utility Bonds and Stocks I 
ray’ esent position of the stock does not seem to be in- : 
; inal atvene. Local to New York and Brooklyn Fg 
cu- i. 
afl Theodore L. Bronson & Co. | 
ae STUDEBAKER. Members New York Stock Exchange 
ut The heavy sales early in the week should have resulted 10 Wall Street, New York Tel. Rector 7580 
strengthening the technical position of Studebaker. 
is to be noted that the statement of earnings in the 
rst quarter of the current year were ample to take care C. F. CHILDS AND COMPANY 
the full dividends on the new capital. Sales in the acisine - 
rst three months were more than $30,000,000 in excess of UNITED STATES GOVERNMENT BONDS 
: : i a All “Liberty” Issues 
iles in the same period a year ago. 
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United Dee Ceneene—d Growing Industrial 


Louis K. Ligget’s Offspring—Company Is Both a Manufacturer 
and a Merchandiser—The Average Profit from Operations Is 
Approximately 10 Per Cent 


By CRAUFURD HOWSON 


HAT the late Frank W. Woolworth was to the 

\ \ five-and-ten-cent store, Louis K. Liggett is to 
the drug business. But Liggett goes a long step 

He is first 


further into the field of big-scale production. 
a manufacturer and secondly a merchandiser. 


The United Drug Co., which Liggett organized from very 
modest beginnings, is fast becoming a wholly self-con- 
tained proposition, and is steadily manufacturing more 
and more of the great variety of products sold through 
the Liggett store organization, which is subsidiary to the 
United Drug Co. and through the thousands of agencies, 
“Rexall stores” as they are called, scattered throughout 
the United States and Canada. 


The ultimate goal of Liggett and the United Drug Co. 
is to manufacture every article sold by these stores. That 
is a big order, but Liggett does things in a big way and 
he is already in quest of foreign fields, having gone to 
Britain some weeks ago to map out development of the 
company’s business there. It is more than likely that 
his survey of foreign territory will extend to France 
whence come many of the ingredients used in the manu- 
facture of United Drug Co. products. 


Development of the United Drug Co. 


The original United Drug Co., a Massachusetts com- 
pany, came into being as a manufacturing proposition in 
1902. In the first year of business its sales were ap- 
proximately $63,000. In the elapsed 18-year period the 
sales have been multiplied by nearly one-thousand, sales 
of the present greatly expanded organization in 1919 hav- 
ing reached a total of over $58,000,000. 


The present company, also a Massachusetts corporation, 
was organized in 1916, and is a consolidation of the former 
United Drug Co. and the Riker & Hegeman Co., a New 
York corporation operating a large number of retail stores 
handling drugs and allied products. 


The Louis K. Liggett Co. embodies the retail selling 
end of the business, having taken over the Riker-Hege- 
man, Riker-Janes and former Liggett stores. All the 
stock of the Louis K. Liggett Co. is owned by United 
Drug, which also owns all the common stock of the 
United Drug Co., Ltd. of Canada, the Ballardvale Springs 
Co., the United Drug Co., of Great Britain, the Co-opera- 
tive Realty Co., Louis K. Liggett Co., Ltd., of Canada, the 
Seamless Rubber Co., Inc., the Schuhle’s Pure Grape 
Juice Co. and all the common and preferred stocks of the 
National Cigar Stands Co., and the Guth Chocolate Co. 


Manufacturing Expansion. 

The United Drug Co. is steadily enlarging the scope 
of its operations in the manufacturing line. Develop- 
ment of the food products end of the business recently 
has been rapid. This includes chiefly syrups and soft 
drinks sold at the fountains, candy, preserved fruits, etc. 


United Drug also is branching out in other fields of pro- 
duction. It is building a $2,000,000 factory in St. Louis to 
produce a variety of products in order to serve the south- 
western territory where business of the company has 
expanded rapidly. It recently purchased the Absorbent 
Cotton Co. of America in the same city. It is develop- 
ing also the rubber products end of the business and is 
making substantial additions to its plant in New Haven, 
Conn. In Boston the company recently purchased the 


Waite & Bond Cigar factory, which is being remodelled 
and a modern refrigerating plant installed. This will be 
used for the production of syrups and food products. 


In the latter part of last year the first preferred stock 
of the United Drug Co. was doubled, bringing it up to 
$15,000,000 outstanding. The outstanding common stock 
has been increased also by the conversion of nearly all the 
$9,109,000 second preferred stock into common. But the 
financial structure is thereby simplified and the position 
of the common stock is strengthened. 


At the close of 1919 the outstanding common stock was 
$28,792,100 against $20,050,000 at the close of 1918. The 
second preferred outstanding Dec. 31 last was only $1,214,- 
400 against $9,109,000 on Dec. 31, 1918. Since the beginning 
of the present year there have been some further con- 
versions so that the common stock is now above $36,- 
000,000. 

I present herewith a tabulation of United Drug Com- 
pany’s capitalization as of Dec. 31 last in comparison with 
the two previous years: 





1919 1918 1917 
First preferred ......... $15,000,000 $7,500,000 $7,500,000 
Second preferred ....... 1,214,400 9,109,000 9,109,000 
Common stock .......<<. 28,792,100 20,050,000 20,050,000 
OE 5 iasisarneeene $45,006,500 $36,659,000 $36,659,000 
R. E. and mtg. bonds.... 480,000 505,298 590,804 
Pfd. stocks of sub. co.s.. 392,500 1,020,100 899,100 
Earnings. 


In the four years time since the formation of the pres 
ent United Drug Co. the sales have expanded from $35, 
404,866 in 1916 to $58,338,834 in 1919, an increase of $24,933 
968, or nearly 75%. 

The United Drug Co. has come pretty close to averag 
ing a merchandising or operating profit equivalent to 
about 10% of sales. In 1919 it was slightly better than 
10%, in 1918 a little over 11% and in 1917 slightly less 
than 10%. In a general way that may be said to be th 
company’s policy. 

The merchandising profit was $6,026,201 against $5,835, 
726 in 1918 and $3,915,658 in 1917. “Other income” last 
year was brought up to $1,137,476, largely through profits 
accruing from the sale of the V. Vivaudou Co. Actual 
profits after deduction of excess profits taxes were #,- 
275,004. Allowing for preferred dividends the available 
balance for the common stock was equivalent to about 
$14.88 per share. 

In view of the past consistent growth of the United 
Drug Co. business, and taking into consideration the de- 
velopment and expansion program that it already has 
under way, a continued increase in sales from year t 
year may be leoked forward to with reasonable co: 
fidence. 

It is not too much to expect that, by 1923, sales w 
have passed the $100,000,000 mark. In fact President Li 
gett some months ago set $125,000,000 as the goal to 
reached in 1923. But with $100,000,000 of sales and assur 
ing that the ratio of merchandising profits to sales wi!! 
be fairly maintained around 10% net profits should read 
get up to $10,000,000 and better. This would mean a har 
some surplus for the common stock, assuming that t 
amount outstanding is not greatly increased. 

The strength in the investment position of United Drug 
stocks is due somewhat to the fact that out of 12,0) 
stockholders, some 8,000 are Rexall agents who are na 
turally pushing the products of the company to the e» 
tent of their ability and working for its success. Th 
United Drug Co. is in that respect truly a co-operativ: 
and reciprocal organization. Its dividend policy is libera!. 
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” American Cotton Oil 
(Continued from page 8) 


and then having to struggle against financial handicaps 
brought about by a rather improvident fiscal policy. 
It was just beginning to get its house in order eight or 
nine years ago. 


The fiscal year 1916-17 saw a big change. Cotton seed 
soared in price and there was a short supply. The years 
since then have seen the price mount higher and the 
shortage grow more acute and other difficulties such as 
the rise in labor and operating costs generally have been 
added. But the company has been able to readjust itself 
to these conditions remarkably well as witnessed by the 
fact that in the last two fiscal years its earnings have been 
on the up grade. Last year in fact was the best on record 
so far as net operating profits were concerned and only 
the fact that interest charges showed a slight increase 
over 1917-18, kept the surplus available for dividend pay- 
ments from establishing a new high mark. The full rec- 
ord of earnings for the last seven years, is shown in 
table 1. 


From all appearances, the American Cotton Oil 
Co., ought to make a very satisfactory showing this year. 
Its business is more firmly established than ever. Its sub- 
stitute food products are in wide use and their popularity 
is growing. Prices for these and other products have 
been readjusted to the higher manufacturing costs, a 
process which was more slow and more difficult to go 
through with in this business than in most others. 


Finally the company’s financial position is greatly im- 
proved. The amount of interest charges on bonds and 
notes is larger but the present indebtedness of the com- 
pany is on a comparatively long term basis. In August 
last the company was able to sell at about par $10,000,000 
S-year 6% notes maturing in 1924. The proceeds were 
used to take up two $5,000,000 issues of short term obliga- 
tions, one carrying 5% and the other 7% interest. While 
the new financing did not reduce total interest charges, 
it was nevertheless effected on a very favorable basis. 
At this time the company would have to pay 7% to 8% 
t least for money. 


[he accompanying table Il shows how the working 
apital has grown over a period of seven years and also 
how much better off the company was in cash at the end 
of last year than on any corresponding date since 1912. 


In the calendar years 1909 and 1910 5% was paid on the 
ommon stock. It is understood that the management is 
ambitious to have the company reach a point that will 
ustify the restoration of that rate, for the payment of 
which a great deal of criticism was aimed against the di- 
ectors at the time on the score that such a rate was far 
ut of line with the company’s developed earning power. 
he fact that this dividend had to be reduced and finally 
ut off altogether, did tend to prove that it was uncon- 

rvative. The aim in recent years, however, has been 

fortify the investment position: of the stock. If a 
© or 6% dividend rate is voted by the present board, 
t will indicate that those who ought to know consider 
he company fully able to maintain the new rate. 


Tex-La-Homa Oil 


(Continued from page 16) 
ell, but is the company going to drill them for less than 
e million dollars, the figure at which it has estimated its 
It costs from $50,000 to $100,000 to drill a well. 
t the lowest figure, 62 wells would cost $3,100,000. Ap- 
rently the laborers are going to work for nothing, and 
lis going to come from the end of the rainbow, so that 


penses. 


wells can be drilled without the company expending 
than $1,000,000. 
we see that if the company were to try to follow the 
n laid out it would show a loss of over $1,500,000 from 
eration instead of a profit, as estimated by them, of $1,- 
3,729, and as figured here of $582,000. 











TERSE TIMELY 
INTERESTING 


The Odd Lot Review is a financial 
weekly that is interesting. 

It avoids the dryness which so often 
creeps into a discussion of financial 
matters. 


It gives the results of investigation 
and analysis in the shortest space pos- 
sible. 


It tells of stocks and bonds for which 
the outlook seems dangerous and it 
points out securities for which the out- 
look is promising. 

It gives concrete investment sugges- 
tions, as well as comment on particular 
securities and on the market as a 
whole. 


You will not only profit from reading The 
Odd Lot Review but you will enjoy it. 


Its value is big; its price is small. Regu- 
Jar subscription but $2.00 a year. Cut out 
and sign the special offer coupon below, 
pin a dollar bill to it and send it to 


THE ODD LOT REVIEW 
10 WALL STREET NEW YORK 


THE ODD LOT REVIEW, 
10 Wall Street, New York. 


Enclosed find one dollar ($1.00), for which please send me 
the next 26 issues of your paper. 
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Also, in view of the fact that Nicholas F. Wilson, of the 
defunct Emerson Motors, is connected with Tex-la-homa 
Oil, we should say that it will not tend to create a feel- 


ing of optimism as to the company’s future. 


From the foregoing analysis it is apparent that the 
company’s assets are over-valued and that it is highly im 
probable that the company will be able to show any real 
that the cor 


heavy and apparently has not 


earnings power, and pany seems to be top 


efficient management 





Something Worth Preserving 


You want the Financial World, otherwise 
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the copies intact? 


Then why not keep 
Surely the interesting ar- 


ticles and financial news are worth preserving. 
We can furnish Financial World Binders, large enough 
to hold one year’s Financial Worlds, with the name of The 
Financial World in gold on the cover, for 
$2.10 prepaid 
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The American Federation of Labor, according to a 
Washington newspaper man who is credited with being 
a more than ordinarily accurate reporter, is determined 
to work the political death of some of the very best 
brains in the United States Senate. And any one who 
knows Washington realizes there is little enough to spare. 


Mr. Gompers and other leaders of union labor, have 
determined that ours shall not be a government of 
the people, for the people, but shall be government of 
the people, for organized labor and by organized labor. 


It is estimated that there are some 4,000,000 odd mem- 
bers of labor unions in the United States. That leaves 
96,000,000 or more of us. It will be interesting to scan 
estimates of the result, after the next election. 

* * * 


“Pretty garters from France!” So runs the headline 
of an advertisement in a newspaper. 


Very charming. And doubtless not a few French fami- 
lies will find happiness in proportion to the number of 
American women who are willing to purchase such pretty 
complements to their lingerie. 


But the life of pretty garters is fleeting and the benefits 
transitory. It would take many millions of garters to 
contribute much to the millions of credits which the 
people of France need right now. And many millions of 
American women have no particular need, to say nothing 
of desire, for pretty garters from France. 

*>_ * * 


There is not very great danger of the American people 
ever becoming a pure-proud, stiff-necked people. We 
spend our money too freely. 


But it would work no harm for gentlemen in Washing- 
ton, who rightly or wrongly are expected to know some- 
thing about what is best for the country, to set an 
example. 


Some one hundred odd Senators and Congressmen pro- 
pose to tour the Far East en famile very shortly on army 
transports and at a cost to the taxpayers of more than 
$1,000,000. 


Chairman Good of the House Appropriations Commit- 
tee the other day declared that “a reduction in taxation 
must precede a reduction in the high cost of living.” He 
spoke of the need of cutting certain war activities that 
should have been eliminated long ago. 


Congressional junkets, while they may serve to afford 
members some pleasure and relief from the arduous 
duties of the national politician, seem to be part of the 
luxury in Washington activities the country can dispense 
with, for the time being at least. 


oo 2 = 


A certain able prosecutor of extreme socialism was ad- 
dressing an open forum recently. The hour for questions 
arrived. A very serious gentleman in the rear of the hall 
requested permission to ask some questions. 


He indicated that he did not agree with the speaker 
of the evening. “Before asking my questions, will you 
assure me that you will answer yes or no?” he said. 


“So you think that all economic and political questions 
can be answered yes or no,” responded the lecturer. 
“Very well, suppose you answer a question of mine first— 
answer it yes or no.” 


“Certainly,” replied the would-be interrogator. 
“Very well. Now tell us, if you please—have you 
stopped beating your wife?” 
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Income Tax 


PACKARD MOTOR COMPANY 
7% Cumulative Pfd. Stock 


Earnings about Six Times 
Dividend Requirements 
Net tangible assets nearly $300 per share. 


No bonded or mortgage debt. 


We recommend this issue as a well-seasoned 
investment having marked possibilities for an 
iAcrease in value. 


Price to Yield about 7.40% 
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Bond Values—Their Mathematical Analysis 


A Clear Setting Forth of the Mathematical Process Followed in 
Ascertaining Yields on Bonds—Valuable Tables Published For 
This Purpose 


° By WILLIAM SEBERT SCOTT 


along step in step, and where a decade ago it 
was a simple matter to place before a prospec- 
tive investor an issue of securities, it is now a much 

nvolved task, one in which the issue itself plays but a 
part. The successful bond salesman today must possess 
1 knowledge of human nature, must be a student of eco- 
nomic conditions, and must, above all, have an accurate 
knowledge of the fundamental principles of investment. 
But it would be far easier to list his unnecessary than 
necessary accomplishments. 

Of this varied knowledge required there has been se- 
lected as the subject of this article one field which, to 
the writer’s mind, has been neglected—that of the mathe- 
matics of bond values. 

The assumption has been made that this is not a matter 
of interest to the investor; it has even been held as one 
of the mysteries or secrets attending investment. Such 
days have passed, however, and, like the man from Mis- 
souri, the investor of the day asks to be shown. 

In the making of an investment, among the first, if not 
the first, question that the prospective buyer asks is, 
What will my income be, or how much will the invest- 
ment return amount to? The answer is given and ac- 
cepted, for it is assumed that he is dealing with a repu- 
table house. Let him, however, ask how it is calculated 
r attempt to make the calculation and it will be a dif- 
ferent picture. 

For the security salesman and investor there is no 
problem to the mathematics of investment; all has been 
worked out for him. Numerous books are on the market 

yvering practically the full field of investment as to 
range of prices, duration of time, income returns and 
rates of interest. 

Before discussing, however, the factors entering into 
these calculations it would be well to emphasize the fact 
that the mathematics of investment is based upon a 
theory. The theory that the investment is held until 
maturity, that interest accrues at the coupon rate on the 
par value, and also that it is retired or paid at par, the 
unit of par being $1,000. Also, that in addition to the 
cash received at the coupon rate, there is borrowed a 
ertain additional amount, the difference between the 

upon rate and the earned rate, which is added to the 
cost and reinvested at the earning rate if the bond is 
purchased at a discount. If the bond is purchased at a 
premium, there is borrowed from the cash received at 
the coupon rate a certain amount which is deducted from 
the cost and reinvested at the earning rate, so that in 
both cases the security stands at maturity at the amount 

f cash to be received, par. 

Through usage this theory has become the accepted 
tandard and is today the foundation on which all prob- 
lems in investment are based. Likewise, being a theory, 

is inaccurate unless one is able to subscribe to its 
Premises in full, and even then, to the writer’s mind, it 
does not afford a correct solution and its use as the base 
for problems in investment is not in accord with the more 

lvanced science of accounting. But this article is to 
how its application and present day use and is not to 
> a criticism of the theory. 

In brief, security yields and prices are based upon: 


The present worth of a known sum, due in a known 
period of time, or the principle. 

. The present worth of a known sum per period, due in 
a known number of periods, or the interest. 


W ITH the trend of the time, investments have gone 


To make the application clearer, let it be assumed that 


we have a $1,000 bond with coupon of 4 per cent. due in 
25 years, and a return of 5 per cent. per annum, interest 
payable semi-annually. 

From the Archer tables it is found that the: 


1. Present worth of $1, due in 50 periods at 2“%% 
per period equals 29094; 
ii CRE Bee COBB hic o'ncncs beewdewensdesnsene $290.94 
2. Present worth of $1 per period, due in SO 
periods at 244% per period, equals $28.362; 


Sti CEM Sor 66 GUS SGUAIS . oo ccvccccsscesecstance 567.24 
THD bischviis6s 00000000140 $858.18 


From this it will be seen that the 4 per cent. bond, due 
in 25 years, to yield the purchaser 5 per cent., must sell 
for or cost $858.18. 

Herein is seen the failure of the theory, for if the 
owner of the investment does not hold it until maturity 
and does not amortize the purchase price by reinvest- 
ment he will not receive 5 per cent. The security then 
takes on the character of a stock, and the holder is in the 
position of investing a certain sum of money on which 
he has made either a profit or loss, dependent upon the 
price received when sold, and for the time held has re- 
ceived $40 per year on the investment of $858.18, or at 
the rate of 42-3 per cent. 

As noted, tables are available for the solving of the 
more ordinary problems of investment, and as these are 
what we are primarily interested in, no attempt will be 
made to show the structure necessary under complicated 
forms. 

There are six well-known functions of interest, viz: 

Amount of 1 (1+1i)° 

Present value of 1 (V)* 

Amount of 1 per annum (Snv) 

Present value of 1 per annum (AnvV) 

Annuity that 1 will purchase (An V) 

Sinking fund (S"V) 

Likewise for these tables are available giving values 
for the more usual rates. 

Of these six functions, two, the present value of 1 and 
the present value of 1 per annum, are all that is needed 
for the calculation of bond prices and income return. 

The value of these two functions may be arrived at in 
several ways, the simplest being that of division. 

Let the rate be 3% per period to ascertain the value of 
¢ ie ott yo 

1.03 ) 1.000000 ( .970874 + — First period 

1.03 ) .970874 ( .942596 + — Second period 

1.03 ) .942596 ( .9151417 + — Third period 

1.03 ) .9151417 ( .888488 + 

Continuing in this manner the value for any period 
may be found. 

For the value of (AnV) at the same rate the pro- 
cedure is: 


— Fourth period 


1.03 ) 1.000000 ( .970874 + — First period. 
1.03 ) 1.970874 ( 1.913470 + — Second period 
1.03 ) 2.913470 ( 2.828611 + — Third period 
1.03 ) 3.828611 ( 3.717098 + — Fourth period 


From this we would set up the following table: 
Present value Present value of $1 


Period. of $1. per period. 
1 970874 .970874 
2 942596 1.913470 
3 9151417 2.828611 
4 888488 3.717098 


With this we are now ready to calculate the price of 
any coupon rate security for any period within the above 
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scope at a return of 3 per cent. per annum, interest an- 
nually; 6 per cent. per annum, interest semi-annually; 12 
per cent. per annum, interest quarterly. 

Let it be assumed that we have a $1,000 bond paying at 
the coupon rate 5 per cent. per annum, interest payable 
semi-monthly, and maturing in one and one-half years, 
yielding an income of 6 per cent. In the table above it 
is seen that $1 due in three periods is worth 9151417 cents 
and that $1 per period is worth $2.828611. Therefore $1,000 
is worth 1,000x.9151417, or $915.1417—and $25 is worth 
25 x 2.828611, or 70.7153, giving the total present worth 
$985.8570. 

Following the same method we would then make up the 
following table of values: 


Coupon rate. 4% 5% 
Per ct. Years. —. 
per an. Me 1% 2 


1 Wy 1% 
6.00... 99.0201 98.0865 97. iti4 96.2829 99.5146 90.0433 98.5857 98.1415 
6.10.. 989811 97.9923 97.0828 96.1017 99.4663 98.9484 98.4458 97.9580 


Having seen the step necessary in the finding of a price 
when the income return is known, our next need is to be 
able to ascertain the income return when the price is 
given. 

Let it be assumed that we buy at a price of 99 a bond, 
carrying a 5 per cent. coupon rate, to be paid in one year. 
From the table of values above we see that the price lies 
between a 6 per cent. yield and a 6.10 yield, in that a 


OC Ot CONE POE Whig oo nk vcecnweadeesbascuetucsweds 99.0433 
and a 6.10 per cent. yield 186 6icccccinsdseiiccsccs 98.9484 
The difference, or .10 per cent in yield.......... 0949 


It will be seen that the difference, or .05 per cent, will 
produce the figure 99, so that we have: 


GC -BOt GORE DIGG, incu cesitnisnidcccsacs 99.0433 
05 per cent. or one-half of .0949......... 0474 
GOS MOr CORE: PIG, 65 sii c vieineeinsctvesaarens 98.9959 


While this is not exact, it is the usage of today, and on 
the purchase of a security on the above terms, the inves- 


tor would be told that his purchase would yield him bet- 
ter than 6 per cent., or approximately 6.05 per cent. 

[Upon the completion of this series of articles by Mr. 
Robert L. Smitley and Mr. William S. Scott, The Finan 
cial World will publish them in book form under the title 
of “Investment Banking and Brokerage Business from the 
Inside.” ] 


—o—_ - 


Stock Switches 


(Continued from page 28) 

Another stock that is overrated in the market is Amer 
ican International Corporation. The Financial World was 
the only financial publication which made a clear analysis 
of the last annual report of this company. American 
International has made some rather costly investments in 
the foreign field and in an oil company which are not 
likely to prove as profitable as early expectations appar- 
ently justified, and although it sold 30 points higher last 
year, it has little to show for being around $100 a share 
now. Its yield is about 6 per cent., and as it is unlikely to 
pay over 6 per cent. on par for a very long time, its sale 
is suggested and replacement made by the purchase of 
National Aniline & Chemical 7 per cent. preferred around 
89 to yield nearly 8 per cent. Philadelphia Co., at 38, and 
paying 7.89 per cent., looks better than Pacific Tel & Tel. 
at 40 and paying no dividend at all. Pacific Gas & Electric 
Co., common paying 5 per cent. and yielding 10.62 pe: 
cent. at 47, looks better than Iron Products at 48 and 
paying no dividend. 

We would exchange Wheeling & Lake common, 
Wabash common, Erie common, Chicago Great Western 
Seaboard Air Line and other low-priced non-dividend 
rails, for some of the low-priced, dividend paying « 
stocks referred to above. These railroad stocks are 
hopeless, so far as dividend prospects in the next severa! 
years are concerned. 


When writing advertisers, tell them you are a subscriber to The Financial World 
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\ MORTGAGES 


Tax Exemption 
By C. M. HARGER 


With the increasing cost of money as reflected by the 
rising interest rate fixed by the Federal Reserve banks 
nd the proposed additional taxes that are being consid- 
ered by Congress, the matter of exemption of many 
orms of bonds from taxation becomes a serious ques- 
tion. The total exemption of the bonds of Federal land 
anks and joint stock banks throws a greater burden 
n the public not fortunate enough to own these securi- 
ties. The newest scheme is to levy a tax of 10 per cent. 
n newspaper and magazine advertising and 15 per cent. 
n circular and poster advertising in order to furnish 
1ore money for the Government. This would strike the 
farm mortgage dealers directly and make their publicity 
, much greater overhead expense. If owners of bonds 
vade taxation, the owners of other forms of property 
ust be taxed the heavier. This form is only one of 
many that will be devised to increase revenues. A tax 
f one per cent. on sales of every commodity is one plan 
ind the single taxers are pushing their idea of increasing 
the burden on land. There is besides the direct influ- 
ence another feature that must appeal to the investor 
1 farm loans and to those who are interested in their 
distribution. If the land owner is to have larger taxes 
assessed upon him he is going to be less able to carry 
n his farming operations. The farmer is already feeling 
the influence of the reduced prices for his products. His 
stock interests are struggling along with little profit. 
\ survey made by the State Agricultural Board of Kan- 
as and published this week shows from the reports of 
2,040 farmers, with an average experience of fifteen and 
a half vears, that the wheat crop of last year in that 
state was actually produced at an average loss of 43 
cents an acre, allowing the farmer 5 per cent. on his 
nvested capital. In little more than a month the guar- 
anteed price of wheat will be discontinued and the price 
will probably be much below present figures. 


The reports from the various state boards show that 
an unprecedented amount of bonds is being issued by 
counties and municipalities. Almost any bond issue car- 
ries in any community. It is the same principle as the 
spending orgy with individuals. These bonds are tax 
free, and as the money of investors is placed in them 
t reduces thereby the amount available for farm mort- 
gages and other securities that are needed for the de- 
velopment of productivity. If the Supreme Court de- 
clares the non-taxable feature of Federal land bank and 
int stock bank bonds valid it is only fair that there 
should be also an exemption from taxation of the farm 
nortgage of every sort. Such action is needed to induce 


investment in this security to the extent that is desirable. 


ut that does not in the least avoid the inequality of 


taxed and untaxed securities appearing in the market 
side by side. Unquestionably there is in the country a 


eeling on the part of capitalists that now is a good time 
invest in long term securities to tide over the period 
readjustment which is yet scarcely under way. It is 
this reason that the farm mortgage appeals as a 
lid security that can be depended on to be worth its 
ll face value at maturity and all the time between. 
vestors in Liberty bonds are seeing their security de- 
reciate 10 to 13 points below par; the farm loan is at 


100 per cent. of its original value. The elimination of 


» tax-exempt feature of bond issues is advocated by 
ery tax commission and by business interests, believing 
it unless we change our financial method the time will 
me when we shall have a burden of taxation that will 
mper business. 
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FARM MORTGAGES 


constitute the ideal investment for those 
seeking the greatest protection against 
loss. 


Farm Mortgages represent the only security 
which has remained worth 100 cents on the 
dollar during the recent war. They will be 
worth par five or ten years hence—the passing | 
of dividends, presidential campaigns, labor 
troubles or receiverships do not affect them. 

7 


Just the security for men or women depend- 
ing upon a fixed income. 


The Collins Service has to its credit 35 years’ 
experience in these seasoned investments and 
our clients comprise the best life insurance 
companies, holders of trust funds and private 
investors who place safety above everything else. 


The immediate financial future is uncertain 
and it behooves everybody to exercise the ut- 
most caution when looking for the safe and 
profitable employment of surplus funds. 


It will cost you nothing to investigate our 


offerings—from $500 upwards—it will save you 
a great deal of anxiety and money. 


Write for current offerings and booklet. 


The F. B. Collins Investment Co. 


727 Monadnock Block Chicago 
Home Office: Oklahoma City, Okla. 





























The Man Behind 
the Plow 








is today the World’s Greatest Busi- 
ness Man. It is on the productive- 
ness of his labor and efforts that 
all other business depends. To in- 
crease such production the farmer 








a must be financed and it is our duty 
— to respond, 











Forman Farm Mortgages are Selected 
Mortgages. For over thirty-five years we have made 
a specialty of farm loan investments and in that 
length of time not one dollar of principal or inter- 
est has been lost to the purchaser of our Farm 
Mortgage investments. 

The two booklets shown will explain in detail just 
how our business is conducted. 

Fill in the coupon and a copy of each will be sent 
to you. This is for the large as well as the small 
investor. 


George M. Forman & Co. 
FARM MORTGAGE BANKERS 
Established 1895 
11 South La Salle Street 


(COUPON ) 


GEO. M. FORMAN & CO., 
11 Seuth La Salle Street, Chicago, Ill. 


GENTLEMEN: Without obligating me in any way, please send copy 
of your two booklets. 


Chicago, IIl. 
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Cotton 


(Continued from page 11) 


and arguments regarding deflation have been widely ex- 
ploited. This has not had much effect upon the Southern 
holder, but speculators everywhere have been inclined to 
attach much sentimental importance to these influences. 
The response to factors of a bullish nature, whether im- 
portant or unimportant, has been ominously prompt. The 
report of the Census Bureau showing 1,039,000 bales of 
unspinnable cotton in present stocks stiffened the mar- 
ket considerably. The figures were about in line with 
trade expectations, but the mere fact that they confirmed 
bullish claims furnished an incentive for buying. Trad- 
ing is not heavy, as even the bulls look for a reaction 
and are deferring their operations for this reason. A 
period of bad weather would find the market practically 
bare of contracts and it would not take an old-fashioned 
bull market long to get into swing. 


The crop outlook has shown some improvement. Scat- 
tered showers have fallen over the major portion of the 
Texas cotton growing district, and while West Texas 
is still dry the amount of cotton which it produces is not 
considered a determining factor. In the Eastern Gulf and 
Atlantic States the weather is better, and while tempera- 
tures are below normal, planting is proceeding and should 
be approaching completion in the course of another week 
or so. 


Cotton Notes. 


The Journal of Commerce, in a preliminary report, esti- 
mated the increase in acreage at 2.3%. The figures issued 
by several other authorities report an increase ranging 
from 1 to 5%. 


So far as the crop is concerned the weather during May 
will play an important part. If fairly dry conditions pre- 
vail the farmers will be able to keep their crops in clean 
condition, even with an inadequate supply of labor. On 
the other hand, a period of rain would interfere seriously 
with keeping down the weeds and the grass. 


There has been much talk about the profits made by 
cotton manufacturers and their ability to pay much 
higher prices for cotton and still make handsome mar- 
gins. Following is an extract from a letter written by 
one of the largest mill owners in North Carolina on this 
subject: 


“I wish to point out some things that are misleading. 
For example, staple cottons which now sell at $1 and 
$1.25 pay a good profit even on this high cost of cotton. 
On the other hand, we are selling coarse yarns at 62 cents 
per pound, and there are millions of pounds of this yarn 
made; consequently, you can see that 75 cents could not 
be paid for the raw cotton and put into this coarse 
yarn. 


“Then again, if we are making, and most of the Southern 
mills are making, millions of pounds of sheetings for this 
country and for export and selling them at from 75 to 
85 cents per pound, which would show an enormous loss. 
In fact, a large majority of the Southern goods is of this 
class, and you can see at once that with wages five to 
six times higher than they were before the war, and 
supplies and everything else in proportion, that these 
mills would lose money if they paid 50 cents for cotton. 
For instance, we pay spinners $4 to $4.50 per day for do- 
ing less work, as the hours are shorter, than they did 
when we paid them 70 to 80 cents before the war. Of 
course, on some fine goods the profit is better than it is 
on these goods, but do not know of any goods outside 
of specialties where people could pay 75 cents for cotton 
and not lose money, and, as stated above, three-fourths 
of the goods made in the South in pounds are sold for less 
than $1 per pound, and a great portion of them for from 
60 to 70 cents. Many people exaggerate the profits they 
make on the finer goods which are made of high grade 
staple cotton 144 to 1% inches which costs today from 
75 cents to $1.50 per pound, when profit is only moderate 
on short cotton costing around 40 cents per pound.” 
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By Direction of Mrs. Michie 


184, Queens Gate, London, S.W. 
England 


Important Sale of the Valuable Art Collection of 
George McCulloch, Esq., Decd. 


the great art collector, including Leuis style inlaid hed- 
i room suite with ormolu mounts, Old French Comm des, 

valuable Vernis Martin, Empire and Chippendale cabinets, 
Chinese inlaid ivory cabinet on stand. 


An Unique Empire Suite 


made to the order of the Emperor Napoleon and exhibited 
at the principal museums in London and Paris, comprisin 
24 standard chairs, 2 arm chairs, 4 side tables, 2 pedesta 
cabinets, sidebuard, wine cooler, and firescreen. 


Magnificent Collection of China and Porcelain 


including very old Chinese and Japanese pieces, Crown 
Derby, Minton, Sevres, Wedgwcod, Copenhagen, and 
Cloisonne; exceedingly fine Ivories, Statuary and Bronzes, 
two Hepplewhite arm chairs, Steinway Concert Grand 
Pianoforte, Orchestrelle Electric Organ; Sheraton side- 
a Satinwood commode shaped cabinets, handsume 
antique, 


French Decorated Satinwood Drawing Room Suite 


Luxurious Ieunges and Chesterfields, Billiard table by 
Burroughs & Watts, 18th Century French clocks, and 
others of the Louis and Empire Periods. 


Buhl Tables from the Lyne-Stephens Collection 
Adam mirror, Mahogany Secretaire, Marie Antoinette Buhl 
table, excellent engravings and etchings. 

Old Japanese Gold Lac Cabinet 


The work of the great artist Kagi Kawa, mounted in 
silver, antique furnishings of every description and the 
usual household effects. 





HARRODS have been favoured with instructions to dispose 
of the above by Auction on TUESDAY, 8th June, 1920, 
and 3 following days, commencing at 1 o’eleck each day. 
Private View June 4th and 5th, Public View on June 7th. 
Catalogues (price 1/6 each) or illustrated (price 5/—) of 
the Aucticneers, HARRODS, LTD., 62-64, Brompton Road, 
S. W. 1, London. 


N. B.—The Freehold of the Beautiful Town Mansions is | 
for sale by Private Treaty. | 




















BABSON’S IDEA OF THE MASTER. 

Thinking in the measure of dollars Roger Babson’s 
estimate of Jesus the Master is that he would have been 
a good business man. Instead of a poor wandering car- 
penter’s son he could have been a millionaire and, to 
prove his assertion Roger cites Jesus’ ability in taking 
gold from the fish’s mouth, multiplying the loaves of bread 
so as to feed five thousand people, and turning water 
into wine. 


Of course if the Master were so inclined to commer- 
cialize the gift of God He could have cornered everything 
material in the world. Roger’s observation of Jesus as a 
business man has led M. Mangansarian, the religious ra- 
tionalist, to ask if the gods possess infinite resources, 
why is it then that they nevertheless insist on receiving 
one tenth of the earnings and savings of human labor. 


“Do they find it more economical to collect tithes than 
to work miracles?” he asks. 

Roger might explain this puzzle in his usual naive way 
However, the faithful know well Jesus was engaged in 
lifting up the human soul. To Him, saving it from the 
frailities of material life was of greater concern than the 
creature comforts that dollars can buy. To mirror the 
Master in any sordid light is sacriligous. 


——O—— 


NORTHERN STATES POWER. 

It can readily be seen that the earnings of the public 
utilities have furned for the better. On top of an in- 
creased earning of the Standard Gas & Electric come: 
the statement of Northern States Power showing a bal- 
ance available for dividends of $941,259, which equalled 
$15.22 a share earned on the 61,700 shares of common 
stock outstanding. This compares very favorably with 
an earning of $9.45 a share in 1918. The number 0! 
communities now served by the company are 233. Off- 
hand, we would say that the day of the public utilities ‘s 
at hand, or at least arriving. 
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The Service We Render 
IX. 


WE have outlined to you a number of the 
important features of our service. Now let us 
tell you a little about ourselves. 


OUR organization is the only one of its type 
Our work is exclusively 
advisory; we neither buy nor sell securities, 
nor do we act as brokers or investment dealers 
or handle funds of clients in any way. We 
have no alliances, financial or other. 


in this country. 


OUR clients number upwards of 10,000, and 
include the largest banks, trust companies, in- 
surance companies, etc., in the United States 
and Canada as well as several thousand smaller 
banks, all the representative banking houses 
and investment dealers, bond and stock houses, 
trustees of estates and thousands of individual 


investors, 


CERTAINLY, an institution of this scope and 
character should interest you. We hope that 
you will not delay longer your decision to 
come with us. Next week will close this series 
of announcements for the present. 


Moopy’s 


35 Nassau Street 


INVESTORS SERVICE 


JOHN MOODY, President 
Dept. 8 


New York City 
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Look for Higher Prices. 


W. L. Hensley of E. W. Wagner 


& Co. in his Weekly Financial Re- 
view of May 6, 1920, says: With labor 


inrest gradually subsiding and the 


money situation becoming more com- 
fortable there has developed a more 


ptimistic feeling in financial circles. 
it is the consensus of opinion in 
iltra-conservative quarters that the 
ute stage has in both instances 
issed. 

Business men all over the country 
ave felt the pinch of curtailed 
redits and everybody recognized the 
nportance of holding business within 
suunds. The public protest against 
xtravagance and high prices should 
ave a salutary effect upon basic 
ndustries. The clamor for materials 
nd goods in mercantile lines has 
issed. The country will do a hand 

mouth business for some time to 
yme. 


The Wall Street loan account has 
een liquidated down to the lowest 
roportion in years. Total loans here 
re at bedrock levels. There is some 
ig railroad financing in the fore- 


ground and the Interstate Commerce 


mmission will undoubtedly grant 
ficient freight rate increases to 
‘ace railroad securities upon a much 
igher plane from an _ investment 





NOTICE. 





MIDDLE WEST UTILITIES COMPANY 
Notice of Special Meeting of Stockholders 

The stockholders of Middle West Utilities 
Company are hereby notified that pursuant 
to call made by the Board of Directors, a 
special meeting of the stockholders of said 
Company will be held at the office of the 
Company, No. 7 West 10th Street, in the 
City of Wilmington, in the State of Dela- 
ware, on the 15th day of June, 1920, at 11:30 
o’clock A. M. The purpose of the meeting 
is to consider the question of the adoption 
of a certain agreement (which has been 
approved by the Directors) for the merger 
and consolidation of Middle West Securities 
Company with and into Middle West Utilities 
Company. 

For the purpose of said meeting the Com- 
pany’s stock transfer books will be closed 
at 1:00 o’clock P. M. on Saturday, May 22, 
1920, and will be reopened at 10:00 o’clock 
A. M. on Thursday, June 17, 1920. 

Dated April 30th, 1920. 

EDWARD J. DOYLE, 
Secretary Middle West Utilities Company. 





standpoint. Those who are specula- 
tively inclined should now seriously 
consider the purchase of railroad 
shares. The outlook for the steel 
and kindred issues is encouraging, 
likewise the Petroleum stocks. 





ou 


Professional Market. 


J. S. Bache & Co., in their weekly 
financial review, say: “The market is 
largely professional, and with the 
serious problems ahead, industrial 
and financial, yet to be worked out, 
traders are bearish. So that prices 
simply mark the moves of short sel- 
lers, declining when they put out 
lines and recovering as they endeavor 
to get them back. The liquidation 
has carried prices down, ima:nly, to 
low levels—a favorable situation 
while the financial problem is be- 
ing adjusted.” 
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FirnST FARM MORTGAGES 
AND Rear Estare Bon 


Denominations of $100, $200, $500, $1,000 at 6% 
MATURITY DATE JAN. 1, 1(929— 
PRIVILEGE TO PAY JAN. I, 1925 


Loan 6100—Galbreath—$60,000. Secured by 
5,128 acres—one of the finest and best improved 
stock ranches in the West. Buildings are valued 
at $45,000 and the land at $110,000. Total valua- 
tion, $155,000. Complete descriptive circular sent 
{| On request. Also ask for pamphlet ‘‘I’’ and other 
' Offerings of independent First Farm Mortgages in 
amounts to suit. For more than 36 years no in- 
vestor has ever lost a dollar through us. We have 


clients in almost every section. 
5 /o 


1-94 E2tander & Co 
) ESTABLISHED 1863 
Grand Forks, North Dakota. 


DIVIDENDS. 




















THE AMERICAN COTTON OIL CO. 

The Board of Directors on May 4, 1920, 
declared a semi-annual dividend of three 
per cent. upon the Preferred Stock, and a 
quarterly dividend of one per cent. upon 
the Common Stock of this Company, both 
payable June 1, 1920, at the Liberty National 
Bank, 120 Broadway, New York City, to 
holders of record of such stock at the close 
of business on May 15, 1920. 

The Stock Transfer Books of the Company 
will not be closed. 

RANDOLPH CATLIN, Secretary. 





CENTRAL ARKANSAS RAILWAY AND 
LIGHT CORP 


PREFERRED STOCK DIVIDEND NO. 29 

New York, May 5, 1920. 
The Board of Directors has this day declared the 
Twenty-ninth consecutive quarterly dividend of One 
and Three-Quarters Per Cent. (1%%) on the Preferred 
Stock of the Central Arkansas Railway and Light Cor 
poration, payable on June 1, 1920, to the Stockholders 
of record as of the close of business May 15, 1920. 
Checks will be mailed. Transfer books will not be 

closed. J. DUNHILL, Treasurer. 





CITIES SERVICE COMPANY 
BANKERS SHARES 


MONTHLY DISTRIBUTION NO. 15 
Henry L. Doherty & Company announce 
that the fifteenth monthly distribution on 
Cities Service Company Bankers Shares, pay- 
able June 1, 1920, to holders of Bankers 
Shares of record May 15, 1920, will be 49 
cents per share. 





American Express Securities. 


American Express Co. announces 
organization of a securities depart- 
ment for dealing in foreign securities 
on a wholesale scale. The American 
Express will import selected bonds 
and well-secured investments of 
foreign governments and commercial 
enterprises and a ttempt to interest 
American banking circles in them. 
The new department has been placed 
under the direction of Perry B. 
Strassburger, formerly connected with 
Kissel, Kinnicutt & Co. and the Na- 
tional City Co. The company has 
recently added to its foreign facilities 
by opening additional offices in Bel- 
gium, Spain, France and other Euro- 
pean countries. 


—O— 


Cities Service Company. 


The fifteenth monthly distribution 
on Cities Service Company Bankers 
Shares of 49 cents a Bankers Share, 
payable June 1 to Bankers Shares 
of record May 15, has been announced 
and will be made to more than nine 
thousand Cities Service Company 
Bankers Share holders of record. 


—Oo— 


Earnings of Shaffer Oil and Refin- 
ing Company, before deduction for 
Federal taxes for the year ended on 
March 31, are reported by H. M. 
Byllesby & Co. as follows: Gross 
earnings, $10,005,118; operating ex- 
penses, $6,370,959, and net earnings, 
$3,634,158. 


inte 

Harold Fowler has been admitted 
as a resident partner in this city to 
general partnership in the firm of 





White, Weld & Co. 


When writing advertisers, tell them you are a subscriber to The Financial World 
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In The Land of fairy finance 





Sligo Iron 


Cox Again 


Cannon, the 





Forecaster — Wilson of Tex-la-homa 


A Vague Atmosphere. 

When it comes down to facts it is extremely difficult 
to secure an adequate line on M. A. Collins & Co., who 
are at the present time devoting their energies to inter- 
esting investors in their Sligo Iron & Steel proposition. 
But there is no end to the supply of hopeful promises. 
One of the partners in the firm was formerly with An- 
drews & Co. and we are told it sold in connection with 
Durell, Gregory & Co. stock of the Interstate Petroleum 
Co. There is nothing inspiring about the whole proposi- 
tion except what is written on their own paper. 

——-O-—--— . 
Nabbed in Time. 

Theodore Frey, a stock broker, of 42 Broadway, did not 
get away on the Twentieth Century Flier as he expected 
last week. His trip was unpleasantly interfered with by 
a detective, who took him to the Tombs instead, on the 
complaint of two New York hotel men, who charge him 
with swindling them with questionable oil stocks. The 
oily way of life is not always the smoothest, a one-second 
sermon which Frey can now ruminate over in the quietude 
of his present domicile. 


—-O-- - 


Outstanding Ruins of the Curb. 


Unless there are substantial values behind a proposi- 
tion something eventually cracks in the market for its 
securities. A good many of such crackings occur an- 
nually on the Curb market, where, by the art of manipu- 
lation, make-believe securities are often carried to ex- 
alted and undeserved levels. In casually glancing down 
the list of curb market quotations of today we are re- 
minded of a few of such instances, which have engulfed 
the capital of numerous small investors and which stand 
forth as ruins to remind the present race of speculators 
how inadvisable it is to be carried away by churning 
fluctuations. Here are but a few of them and the losses 
they have resulted in may be gauged by the present 
price at which they sell compared with what they sold 
at under the artificial stimulant of manipulation: Per- 
fection Tire & Rubber, U. S. Steamship, Uzold Tire, Sa- 
vold Tire, Hudson Oil, Okmulgee Producing & Refining, 
Sequoyah Oil, Stanton Oil, Crown Oil, Jumbo Extension, 
Rochester Mines. 

There are hundreds of others, but they are no longer 
quoted, That these above have any market at all is due 
to a hope of a miracle happening which may bring these 
stocks out of their slough of despair. 


—_ 0—_ 


An Aerial Oil Explorer. 

To his other exploits as a financial clown, S. E. J. Cox, 
of the General Oil Co., adds a recital for the benefit of 
his clients of his late expedition over the properties of 
his company by aeroplane. He would make people be- 
lieve he was like a fishhawk who could from the sky 
see into the earth where all the rich oil lay. There is 
where eventually his schemes will land—high in the air. 
Then, among the real assets, all the stockholders will have 
remaining will be his aeroplane. He has used up enough 


oil to run printing presses for his mass of “come-on” 
literature to start a small oil company. 


A Market Prophet. 

C. W. Cannon, of Cannon, Stamm & Co., still advertises 
his daily letter, which he claims is ninety-five per cent. 
accurate in forecasting the movement of the stock mar- 
ket. He advises people who want to know what the 
market will do next, whether it will advance or decline, 
what stocks to buy and what are safe, to come to him 
and he will tell them the absorbing secret. It seems 
strange that this financial necromancer, possessed with 
such wonderful foresight, has been unable to become 
himself one of Wall Street’s richest millionaires. All we 
know is, he has been a consistent failure in most of the 
promotions he loaded his clientele up with. 


——_ 0 —-- —- 


Wilson’s New Hunting Ground. 


Actual confinement behind locks and bars is the only 
devisable means by which the activities of Nicholas Field 
Wilson can be stopped. His arrest and conviction for 
fraud in its most major form in connection with the 
Emerson Motors Corporation has not interfered with his 
operations. While his appeal against the execution of 
his sentence acts as a stay Wilson believes in raking in 
some more money as long as there are any people left 
who can be foolea by his schemes. Wilson in one respect 
is more clever than George Graham Rice. This com- 
parison is made because they are the arch-fakirs in the 
world of finance. They are much alike in their brazenry 
and the dimension of their operations, the difference be 
tween them only being that Wilson when caught in one 
place realizes the advantage of staking his tent on some 
other hunting ground, whereas Rice loves New York and 
the Rialto so much he cannot bear to locate elsewhere. 


To his migratory instinct Kansas City, Mo., owes the 
disagreeable presence of Nicholas Field Wilson. Here 
it is where he is directing the promotion of at least eight 
different oil schemes. With two of these propositions 
he already has been actively identified, the Anglo-Ameri 
can Securities Co. and the Lincoln Production Co. Wil 
son found his way to Kansas City when his Royalties 
Underwriting Co. of Tulsa, Okla., failed to justify his 
promises made to investors who had put their money into 
it. The only good royalty the company got hold of, 
Wilson, by familiar tricks, divorced and 
turned it over to his better half, and then kicking the 
dust of Oklahoma from his heels, trecked in the direc- 
tion of the Kaw river. 


one of his 


From reports reaching The Financial World, Wilson 
is prospering in his new hunting ground like a bay tree 
He is seen riding around in a flashing touring car, which 
needs a flunky beside a chauffeur to give it a proper ap- 
pearance of wealth and social standing. Since Wilson 
has taken root in Kansas City his ambitions also have 
rounded out, for it is said he is giving considerable at 
tention to booming the common stock of the Glob: 
Oil and Tex-la-homa Oil, the latter a consolidation wit! 
the former company, but both from a market standpoint 
distinct disappointments. 


With Wilson it is never a question of what he will 
take hold of as long as it bids fair to make some quick 
and casy money—and that is always at the expense of 
people whose main desire is to find their names in 
Who’s Who on an expenditure of a few dollars. 
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NEW YORK STOCK EXCHANGE. PUBLIC UTILITY SECURITIES. Prairie Oil & Gas Co.......... 595 60% 
~ High. Low. Close. H. F. McConnell & Co., 65 Broadway, N. Y. Sef aig Mt Lin dine Co.......0- 207 os 
‘ Alas Gold M............ 3 3 1% 1% sata Members N. ¥. Stock ee. Southern Pine Line Co........ 127 132 
Alask Juneau ...... woe OY 2 2) Bid. Asked South Penn Oil Co. 20) 300 
\llis Chalme 5 kaon. a 35% 35% . = “a S nn ete seen es 20) 30 
llis Chalt ro g2i¢ 95 American Lt & Trac com.......150 155 Southwest Penna Pipe Lines... 65 70 
Am Beet wes... ea rt 41 7” 41% American Lt & Trac pfd Se 86 Standard Oil of California.... 330 335 
Am Can . ; 11, R014 1 Adirondack Elec Power com.... 10 14 Standard Oil] of Indiana....... 6090 710 
Am Linseed ‘ee oe ae Adirondack Elec Power pfd..... 71 75 Standard Oil of Kansas....... 570-590 
\m Locomo_ * chooks 43i¢ 42 % 42% American Gas & Elec com.. 113 117 Standard Oil of Kentucky..... 390 400 
km Steel Bidy...... . 94%, Eves 94% American Gas & Elec pfd....... 37 39 Standard Oil of Nebraska..... 480 500 q 
Am Tel & Tel.......... 74 = 94% American Power & Lt com...... 57 62 Standard Oi] of N J...... 200. 695 705 : 
m Woolen eae American Power & Lt pfd TR. 72 Standard Oil of N J pfd....... 105 106 
Anaconda "Ses American Public Util com...... .. 12 Standard Oil of N Y. rr 420 
ge ee American Public Util pfd...... ts 25 Standard Oil of Ohio.......... 450 490 
Beth Steel B , Amer Waterworks Electric.... 2 t Swan & Finch Co..... reese n> 98 5 
al Petrol se Te aa Am W W & E participating pid. 5 9 Union Tank Car Co cone BOO 112 
— Pacific American W w & E lst pfd. 40 i4ex Union Tank Car Co pfd. bie ec 97 100 
— r 47 Carolina Power & Light com... 33 36 Ween Gee EPs sisasvcccccaes 380 390 
Cerro de a meds: Cities Service com...........+- 350 360 Washington Oil Co............ 30 35 
Chand Motor oh Cities Service pfd.............- 67 69 Miscellaneous Oil Companies. 
Ches & ow ay Cities Service Bankers ; Certif... 38% 40 Atlantic Lobos Oil Co com.... 30 40 
hi M & . “sig Cities Serv 7%, ser B, 1966...... .140 : Atlantic Lobos Oil Co pfd..... 105 130 ; 
RI : i Cities Serv 7%, ser C, 1966...... 97 99 Cet Be Oiisvcccss secs ues S 8% ' 
Col Fuel & I.... Colorado Power com........++-- 10 15 Elk Basin Petroleum Co....... 8% 8%, 
‘olum Grapb ee Colorado Power pfd.........--- 92 96 Houston Oil Co com.......... 85 90 
onsol Ly aie oe y 05% Commonwealth Pr Ry & Lt com. 19 21 Merten! OH TAG... 6 cckccsccense 110 120 
COE SORE s+++00+5 Se Commonwealth Pr Ry & L pfd.. 48 47 Magnolia Petroleum Co........ 390 410 
— My ‘Steel { Denver Gas & Elec gen as welds 78 85 Merritt Oil C rp. iodo mien 17% 17% ? 
we C Sugar pian 5314 51% 51% Blectric Bond & Share pfd...... 85 89 Midwest Refining Co.......... 146 148 
ndi Johnson ..........108% 107 107 Empire District Electric ~~ oe 55 = Northw est Oil Co..... ere 80 
ee arr: 70 71% Federal Light & Trac com...... 5 “e Prod & Re fn rs C orp com. = 8 8% 
Wisk Rub T.........-..-32% 82% 82% | Federal Light & Trac pfd...... ois - Sapulpa Refining Co.......... 5% 5% 
‘reep Tex Co 2% 2 2 Gas & Electric ecurities com... 7» 400 
Gen Motor ots A ot et Pong ~ oncernag dl galling 50 FOREIGN GOVERNMENT BONDS. 
> 4% i + cae Se - . ‘ 
- Ss gl 63% 63% Northern Ohio Electric pfd..... se 45 G. F. Childs & Co., 120 Broadway, New York. 
Hupp Motor 19 19 Northern Ontario Lt & Pr com.. 10 14 Bid. Asked. 
Illinois Cent 85% 85% Northern Ontario Lt & Pr pfd.. 50 50 Anglo-French 5s .........s:5.2. CH 
ns Copper 53 53 Northern States Power com.... 40 QR Argentine Govt 6s............. 9 99% 
Harvester 127% 127% Northern States Power pfd..... ° oa, Argentine internal listed 5s, ’09. 71 71 
Int Mer Mar.. 335% 33% Pacific Gas & Electric pfd Keo sl y x Argentine unlisted 5s, 1909..... 67% 69 
t Mer Mar pfd 851%, 8414 85% Republic Ry & Light Co com... 14 =n Bordeaux, Lyons & Mars eilles 6s. 871% 8814 
Paper .... 74 72% 72% Republic Ry & Light Co pfd.... 46 oA : British Govt internal 5s....... $380 per £100 
n City So.. ; 17 16 16% So California Edison com...... ot 108" British Govt internal 5s....... $373 per £100 
ere “aaa 27 5h 27% 27% So California Edison pfd....... vo 4 British Govt internal 5s....... $377 per £100 
oy eee 79% 78%4 79% *Standard Gas & Electric com 16 = British internal Victory Ln 4s. .$305 per £100 
Lake E & W.. ; 9% 9% 9% *Standard Gas & Electric pfd... 3% og British internal Funding Ln 4s.$280 per £100 
Lee Rub Tire.. 3 31 3 31 Tennessee Ry, Lt & Power com.. 1 o Belgium external 6s........... 96 97 
Loews Inc ...... 30% 29% 30 Tennessee Ry, Lt & Power pfd.. 4 94 Belgium external 6s........... 87 8914 
yoo eee ; 16% 16% 16% United Light & Rys com....... 21 ax ac. 8 Pa eee ¢ 
ouis & Nash 100% 100% 100% United Light & Rys 1st pfd.... 59 62 French internal 5s............. 53 55 
fex Petrol . 181 176 177% Western Power com voee 16 ‘ French internal 4s............. 43 45 
Midvale Steel . 44% 44% 44% Western Power pfd 60 64 French interr al | a ee ae ee 43 45 
Mo Pacific .... ee 25% 241% 2414 ——— as Gt Britain & Ireland sec 5%4s.. 95 951, 
i ‘at Aniline .. 66% 65%, 665% *Par value $50. Gt Britain & Ireland 5\%s...... 8% 8&6 
Nat En & St.... ane 75 75 ) Gt ae & Ireland conv 5%s. 935 938% 
; Nat Lead ..... errr. 79% 79% . 7 ‘ES, Gt Britain & Ireland conv 5s. 91 1) oe 
. Nev Con Cop..... 13% 13% 13% SHORT TERM NOTES. vice to | Japanese sterling ist 4%s..... 1% 76 
: N Y Air Brake nite 100 100 , oe Due yield. Japanese sterling 1905 4s...... 58% 59 
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North Amer .. 495% 4956 Am. Cot Oil 6s.. bea 1924 rome Italian internal 1918 5s...... |. 40 42 
! Nor Pacific 74% 75 Am T & T 6s....... ceeceees 1922 tr Italian internal 1920' 5s........ 39% 41% 
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‘kla Pro& R 4% 4% American Thread 6s. ; 192! @ =O Italian 5 yr treasury notes 5s.. 45 
t tis Steel 26% 27% American Tobacco 7s........ 1920 8 6m Swedish Govt Gs............... 82% £31 
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a erican Laundry Mach com 72 74 Atlantic Refining Co 1100 1150 otu o 
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son merican Seed Mach pfd 92 95 Chesebrough Mfg Co cor 225 = 235 i. Spee ee eae cee “Offered. 
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wi cinnati & Sub Bell Tele 68 70 National Transit Co 29 31 Lit y 6 te 99.08 89:10 
nel cinnati Gas & Electric 69% 70 N Y Transit Co 157 163 Liberty 3d 4% ox On os 68 
;, cinnati Gas Transportation. 99 101 Northern Pipe Line Co 4 98 Liberty $t! +1 08 00 96.02 
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OUR NEXT ISSUE 


WILL FEATURE 


Italy 


The future of this country is discussed in the light of the char- 


acter and ambitions of the people. This article, by Lugi Cris- 


cuola, is one of a political and economic nature. 


Money’s 
Worth 


Richard Hoadley Tingley, a well-known economist, tells us the 
reasons for the drastic decline in the worth of money. This 
article should prove of great interest to our subscribers. 


Railroad 
Outlook 


Mr. A. H. Smith, President of New York Central, has written 
an exclusive letter to The Financial World in which he tells us 
what the future has in store for the railroads. This authority, 
no doubt, can readily speak for railway executives. 


Cities 
Service 


The second article of this series, by E. Marshall Young, will be 
a history of this well rounded-out organization. 


Other 


Features 


Of interest to our readers should be the following, which will 
be contained in this issue:—-Haskell & Barker, an analysis; 
Granby; Convertible Bonds; New England Financial Review; 
Cotton Facts; Canadian Finance; Bond Bargain Counter; Farm 
Mortgage; Trading in Unlisted Securities; Kernels; Foreign 
Securities, and other regular features. 


will bring this issue of The Financial World and 51 others 
during the year. This includes the full privilege and bene- 
e fits of the SUBSCRIBERS’ PERSONAL ADVICE SERVICE. e 


THE FINANCIAL WORLD 
29 Broadway, N. Y. 


Find enclosed $5.00 in payment of 
above offer, which includes the priv- 
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